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PUBLISHER’S NOTE 


Part 4 of Foreign Office Files for China offers complete coverage of events that took place 
in 1952. Continuing the record of the Communist takeover of China documented in Parts 
1-3, this section of the microfilm project details the efforts of the new People’s Government 
to consolidate its position. Key aspects of the initial years of Mao Zedong’s rule are 
detailed, including the tension over Formosa (Taiwan), Communist Party propaganda, and 
social and economic reform in China. What makes these files most important to scholars, 
however, is the viewpoint they provide from within China. 


Whereas the United States refused to recognise the Communist government early on, 
Britain retained diplomatic links and a presence in the emerging power. British interests 
and contacts in the region were strong and allowed Foreign Office personnel first hand 
experience of the changes taking place. Records for 1952 provide a steady stream of 
detailed reports and memoranda on events and attitudes within China that cannot be 
found in US State Department files. 


Part 4 begins with the valuable Annual Review (FO 371/99229), which summarises the 
previous year’s activities in China. The review contains Foreign Office analysis of the 
Chinese political situation and how this has effected British-Sino relations. As a preface to 
the documents that follow, the Annual Review places the 1952 files in the context of the 
political atmosphere of the time. Particularly useful are the comments regarding the 
nature of the new Communist regime, as these indicate why the Chinese issue was such a 
high priority at the Foreign Office, and internationally: “1951 saw a marked acceleration in 
the Communisation of China. With the promulgation on February 21st of Regulations for 
the Suppression of Counter-Revolutionaries, and the terror which followed, the last 
shadow of doubt about the Chinese Communist Party’s intentions was removed. They 


were sure of their power and could now use it without restraint to force China into the 
orthodox mould.” (Item FC1011/1). 


Against this political backdrop, the British Foreign Office was attempting to retain some 
kind of diplomatic relationship with China. For the welfare of its colonial and business 
interests in the region, Britain had made an effort to avoid ideological confrontation with 
the new Communist regime. Such a stance, however, had not facilitated the continuation 
of relations with China, as had been hoped. The Annual Review accurately predicts the 
direction that British-Sino relations were to take in the year ahead: “Though Her Majesty’s 
Government recognised the Central People’s Government on 6th January 1950, the 
establishment of formal diplomatic relations remains as remote as ever, and all the 
evidence tends. to show that the Central People’s Government do not want to establish 
normal diplomatic relations with the United Kingdom. The Chinese did nothing to improve 
Sino-British relations and Chou En-lai’s speech to the Chinese People’s Political 
Consulative Conference at the end of October showed that they had no intention of easing 


relations: on the contrary they were likely to make them worse.” (Item FC101 1/1) 


As well as diplomatic difficulties with China, Britain’s relationship with the United States 
was also under pressure in 1952. One of the most striking aspects of the 1952 files is the 
clear difference between British and American policy on China. Several documents 
contain notes of caution from the Foreign Office to their US counterparts about American 
military activities in the region. Likewise, American bewilderment at Britain’s continued 
relations with China is also evident. Much of the disagreement centres on the island of 


Formosa (Taiwan), which became the focal point of the struggle between Communism and 
democracy in China. 


Following the fall of the Nationalist government in 1949, the anti-Communist faction of 
China, under the leadership of ousted President Chiang Kai-Shek, were exiled to 
Formosa. There, the Kuomintang government continued to function amid international 
debate about its legitimacy and purpose. Whilst America continued to support the 
Nationalists as the official government of China, Britain had recognised Mao Zedong’s 
Chinese People’s Republic as legitimate. Therefore, the extent and nature of American 
aid to the Nationalist government became a sticking point in British-US relations. 


An extract from the “Daily Worker’ on 1 January 1952 the American stance: “The 
American military advisors to Chiang Kai-Shek on the Chinese island of Formosa are 
planning an invasion of South-West China. This has been admitted in a statement by 
Major General William Chase, commander of the American Military Advisory Group 
serving with Chiang Kai-Shek. Not only will Chiang’s troops be ‘greatly strengthened’ in 
1952, says the statement, but American officers serving with them will be prepared to 
serve outside Formosa. The remarks were made in a New Year statement issued by the 
General in Taipeh, Chiang Kai-Shek’s capital, a few days after Chiang Kai-Shek had 
called on his troops to prepare for an invasion of China in 1952.” 

(FO 371/99231 - Item FC1015/2) ’ 


Conversely, the British Foreign Office warns against any attempt to take a Nationalist force 
into Chinese territory. A more cautious approach is encouraged in the hope of avoiding 
confrontation with the Chinese Government. In the following extract a suggestion is even 
made of a possible compromise over Formosa, albeit with little hope of success: “/f our 
ultimate objective is to achieve a modus vivendi in the Far East with the Chinese 
Government the absolute minimum that they would expect would be the strict confinement 
of the Nationalists and Nationalist influence to Formosa. They would certainly not agree to 
this in principle and they probably would not in practice; but they might. Equally, the 
Americans would certainly not give up Formosa but might conceivably agree strictly to 
neutralise Formosa.” (FO 371/99231 - Item FC1015/3) 


The negotiation of a settlement with China to end the Korean War is also discussed in the 
1952 files. In June 1950 the United Nations Security Council passed a resolution enabling 
member states to assemble troops in order to free South Korea from a Communist 
invasion from the North. America provided the largest amount of military assistance and 
the conflict in Korea became another example of the US effort to curb Communist 
aggression worldwide. Britain’s low profile in the Korean War is highlighted in the files as 
another source of tension between the Foreign Office and politicians across the Atlantic. 


In a speech to the US Congress on 17 January 1952, Churchill addressed the differences 
in British and US policy and the tension between the two countries. He also appealed to 
America for greater understanding of Britain's particular attitude towards the Far East in 
the hope that the situation would improve in the future: “You have rightly been resolute, 
members of the Congress, in confronting Chinese Communist aggression. We take our 
stand at your side - we are grateful to the US for bearing nine-tenths, or more, of the 
burden in Korea, which the UN have morally assumed. | am very glad that whatever 
diplomatic divergences there may be from time to time about procedure you do not allow 
the Chinese anti-Communists on Formosa to be invaded and massacred from the 
mainland. We welcome your patience in the armistice negotiations and our two countries 
are agreed that if the truce we seek is reached only to be broken, our response will be 
frank, resolute and effective. What! have learnt over here convinces me that British and 
US policy in the Far East will be marked by increasing harmony.” (Item FC 1025/3) 


File FO 371/99261 contains coverage of the progress of truce talks and the role that 
Britain should play if they fail. However, the lack of decisive action by the British incurs 
the wrath of one American journalist based in the UK. Writing in the Herald Tribune, 
David Lawrence comments: “Discussion here with members of the Government as well as 
the opposition reveal clearly why there has been such a divergence of opinion between 
the United States and Great Britain over Far Eastern questions. There is a total 
unawareness here of the motivating influences which have caused the American people 
to feel so deeply about the sacrifices made by American troops in Korea. To the British 
reader, Korea is just an incident. It is even less than a ‘police action’ in the sense that 
other troubles in the world are considered to be far more concerning. The British are 
more concerned over what has happened in Malaya and over the danger spots in Iran, 
Egypt and North Africa.” (tem FC1027/8 - 17 May 1952) 


British concern for its Far East colonial interests is a prevalent theme of the 1952 files. 
With Hong Kong leased by China to the British until 1997, the island became the site of 
ideological conflict in the dawn of the Communist era. Files FO 371/99243-246 provide 
detailed accounts of political activity in Hong Kong by both Communist and Nationalist 
supporters. Reports are received of Hong Kong inhabitants being kidnapped at gunpoint 
and taken back to Chinese territory. The volatility of the situation eventually caused the 
Foreign Office to grant the Hong Kong police permission to return fire should China 
endanger the safety of its residents (FO 371/99275). 


Even in light of the tension over Hong Kong, the Foreign Office remained determined to 
establish some form of diplomatic and, perhaps more importantly, commercial relationship 
with the Chinese People’s Government. British business interests in China were 
extensive and the failure to retain the ability to trade in the country would have damaging 
financial consequences for Her Majesty’s Government. However, the tightening of 
Communist controls over capitalist activities in China meant that by the end of 1952 British 
business was being evicted. Foreign Office analysis is contained in Files FO 371/99282- 
298 and provides detailed information about the key events affecting British firms in 
China. Perhaps surprisingly, the tone of some of the reporting is optimistic about the 
chances of Britain’s trade relationship with China continuing in the future. “This [the 
elimination of the private capitalist] does not mean, however, that foreign businessmen will 
be forced out of China immediately, nor that under more reasonable conditions there 
might not be a revival of trade between the UK and China, but it does mean, we suggest, 


that the “British Stake” in China will be under pressure. The aim of the Chinese will be to 
try and trade through a few government organisations and thereby eliminate the British 
middle man in China.” (FO 371/99282 - Item FC1105/3) 


In reality, the strength of the developing relationship between China and the USSR meant 
that economic relations with non-Communist nations were bound to suffer. The 
percentage of imports into China from the Soviet Union rose from 19.84% to 44.7% 
between 1950 and 1951. Conversely, imports from Western states to China fell from 
78.79% to just 22.9% over the same period (FO 371/99229 - Item FC1011/1). The 
burgeoning commercial and political alliance of Communist China with the USSR was one 
of the key developments of the Cold War period, and receives much attention in the 1952 
files. 


The creation of the Sino-Soviet Bloc on 14 February 1950 posed the biggest threat yet to 
the stability and security of the Western democracies. A celebratory speech by Chinese 
Premier Chou En Lai on the second anniversary of the Sino-Soviet Treaty is recorded by 
a Foreign Office diplomat: “The great alliance, he said, between China and the Soviet 
Union, which had a combined population of 700 million, was an invincible force. The 
foundation of this profound friendship had been laid at the time of the October 
Revolution...When the People’s Republic of China was founded, the Soviet Government 
had been the first to recognise it. During the past two years and more, the Soviet people 
and Government had given fraternal aid in China’s work of construction. ‘We Chinese 
people and Government express our profound gratitude for this great friendship and aid’.” 

(FO 371/99265 - Item FC10338/7) 


The wider availability of the 1952 Foreign Office Files for China opens up many new 
possibilities for research and sheds light upon the complex web of national and 
international repercussions that the Communist victory created. The files contain valuable 
material for those wishing to examine how events in China increased tensions between 
East and West. Scholars will also find the complete files of great assistance in studying a 
variety of topics including: 

¢ Consolidation of Communist rule in China 

¢ The effect of Chinese Communist rule on Sino-British relations 

¢ Internal political, social and economic situation in China 

e The Korean War 

¢ Tensions between Britain and America over Far East policies 

¢ Chiang Kai-Shek and the Nationalist Government in Formosa 

¢ British colonial and business interests in the Far East 


These British files offer researchers an interesting insight into differences between British 
and American policy on China in this period. These materials both complement and add 
significantly to US State Department documents on China. 


Lindsay Orchard 
February 2002 
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CONTENTS OF REELS 

REEL 84 

FO 371/99229 Annual report on China for 1951 (1952) 

FO 371/99230 __— Periodical political summaries, December 1951 to December 1952 
(1952) 

FO 371/99231 Chinese Nationalist preparations in Formosa for an attack on the 
mainland; US statements supporting Nationalist harassment of 
mainland; Communist war preparations; Churchill's warning to Chiang 
Kai-Shek against interfering in Chinese continental affairs; 
Nationalist raids (1952) (Folder 1) 

FO 371/99232 Chinese Nationalist preparations in Formosa for an attack on the 
mainland; US statements supporting Nationalist harassment of 
mainland; Communist war preparations; Churchill’s warning to Chiang 
Kai-Shek against interfering in Chinese continental affairs; 
Nationalist raids (1952) (Folder 2) 

FO 371/99233 Political, social and economic developments in 
Communist China (1952) (Folder 1) 

FO 371/99234 ‘Political, social and economic developments in 
Communist China (1952) (Folder 2) 

REEL 85 

FO 371/99235 __— Political, social and economic developments in 
Communist China (1952) (Folder 3) 

FO 371/99236 _— Political, social and economic developments in 
Communist China (1952) (Folder 4) 

FO 371/99237 Political, social and economic developments in 
Communist China (1952) (Folder 5) 

FO 371/99238 Political, social and economic developments in 
Communist China (1952) 

REEL 86 

FO 371/99239 Formosa: situation reports, monthly summaries of events, political 
developments, speeches of President Chiang Kai-Shek, text of 
Kuomintang manifesto (1952) (Folder 1) 

FO 371/99240 + Formosa: situation reports, monthly summaries of events, political 


developments, speeches of President Chiang Kai-Shek, text of 


FO 371/99241 


FO 371/99242 


REEL 87 
FO 371/99243 


FO 371/99244 


FO 371/99245 


FO 371/99246 


FO 371/99247 


FO 371/99248 


FO 371/99249 


FO 371/99250 


REEL 88 
FO 371/99251 


FO 371/99252 
FO 371/99253 


FO 371/99254 
FO 371/99255 
FO 371/99256 
FO 371/99257 


FO 371/99258 


Kuomintang manifesto. (1952) (Folder 2) 

Formosa: situation reports, monthly summaries of events, political 
developments, speeches of President Chiang Kai-Shek, text of 
Kuomintang manifesto (1952) (Folder 3) 

Reports based on surveys of the North East People's Daily newspaper; 
reports of encouragement of migration to the North East Province 

or North Manchuria (1952) 


Political situation in Hong Kong; reports of Communist and Nationalists 
activity; reports of kidnapping into Chinese territory from Hong Kong 
(1952) (Folder 1) 

Political situation in Hong Kong; reports of Communist and Nationalists 
activity; reports of kidnapping into Chinese territory from Hong Kong 
(1952) (Folder 2) 

Political situation in Hong Kong; reports of Communist and Nationalists 
activity; reports of kidnapping into Chinese territory from Hong Kong 
(1952) (Folder 3) 

Political situation in Hong Kong; reports of Communist and Nationalists 
activity; reports of kidnapping into Chinese territory from Hong Kong 
(1952) (Folder 4) 

Legal status of Port of Dairen; restoration of port for use of Soviet ships 
carrying supplies to Far East (1952) 

Alleged Russian domination in South West Chinese provinces of 
Sinkiang; reports on internal affairs of Sinkiang gleaned from eight 
surveys of “Sinkiang Daily” and speech by Sinkiang politician (1952) 
Information about leading Chinese Communist politicians, soldiers, and 
officials of the Central Government (1952) 

Motivation and direction of Chinese Communisms paper on deviations 
from the party line in the Chinese Communist Party; Communist proposal 
for an All-China People's Congress in 1953 (1952) 


Constitutional reform in Hong Kong; increase in number of elected 
members on the Urban Council from two to four (1952) 


- Incidents between Portuguese and Chinese in Macao; Portuguese- 


Chinese negotiations resulting in settlement and modification of Chinese 
demands (1952) (Folder 1) 

Incidents between Portuguese and Chinese in Macao; Portuguese- 
Chinese negotiations resulting in settlement and modification of Chinese 
demands (1952) (Folder 2) 

Press report of increased prosperity in Inner Mongolia; transfer of capital 
from Kalgan to Kweisui (1952) 

Retained by Department under Section 3(4) (1952) 

Summaries of Chinese press and propaganda during 1952 (1952) 
China news commentaries, compiled by the Office of the Commissioner 
General for the UK in South East Asia, Singapore (1952) (Folder 1) 
China news commentaries, compiled by the Office of the Commissioner 
General for the UK in South East Asia, Singapore (1952) (Folder 2) 


REEL 89 
FO 371/99259 


FO 371/99260 


FO 371/99261 


FO 371/99262 


FO 371/99263 


FO 371/99264 


FO 371/99265 


REEL 90 
FO 371/99266 


FO 371/99267 


FO 371/99268 


FO 371/99269 


FO 371/99270 


FO 371/99271 


FO 371/99272 


Anglo-US differences in policy towards Nationalist China; Formosan 
Government's anxiety to improve relations with HMG; US hopes of 
overthrow of Communist regime in mainland China; military assessment 
of Nationalist Chinese capability of attacking Communist China (1952) 
Chinese reactions to recent statements of British foreign policy; brief on 
China for the Secretary of State at the NATO meeting in Lisbon; 
Chinese press comments on UK recognition of the People's 
Government of China; establishment of diplomatic relations between 
UK and China (1952) 

Extension of Korean War into China in the event of a breakdown in the 
truce talks; paper on probable political consequences of retaliatory 
action against China;HMG's views on a possible naval blockade 

of China (1952) 

HMG assertion of its adherence to the principles of the Nine-Power 
Treaty of 1922 on China as far as applicable to present conditions 
(1952) 

Chinese-Mongolia agreement on cultural and economic co-operation 
(1952) 

Text of Chou en Lai's statement on the Japanese Peace Treaty; 
Japanese attitude to Sino-Soviet discussions and to the concept of 
Nationalist Chinese sovereignty over the mainland of China (1952) 
Speeches and exchanges of messages on the Second Anniversary of 
the Soviet-Chinese Treaty; Soviet-Chinese talks in Moscow, Sept 1952: 
speculation on subjects and outcome of talks; Indian concern at this 
meeting (1952) (Folder 1) 


Speeches and exchanges of messages on the Second Anniversary of 
the Soviet-Chinese Treaty; Soviet-Chinese talks in Moscow, September 
1952; speculation on subjects and outcome of talks; Indian concern at 
this meeting (1952) (Folder 2) 

Speeches and exchanges of messages on the Second Anniversary of 
the Soviet-Chinese Treaty; Soviet-Chinese talks in Moscow, September 
1952; speculation on subjects and outcome of talks; Indian concern at 
this meeting (1952) (Folder 3) 

US policy towards China; assessment of statements by prominent 
Americans to the press and on radio and television; 

US policy towards Formosa (1952) 

Exchange of visits between Burmese and Chinese delegations on 
cultural and agricultural matters (1952) 

Political relations between China and India; statements by Mrs Pandit 
Nehru about her impressions of New China; 

Indian cultural mission to China (1952) 

Difficulties of British diplomatic representation in China; Anglo-Chinese 
political relations; HMG enquiry into desirability and ways of intensifying 
measures to deter the Chinese from further aggression (1952) 

Firing on British merchant ships; exchange of fire between Chinese 
Communist shore batteries and HMS Mountsbay and Consort (1952) 


FO 371/99273 


REEL 91 
FO 371/99274 
FO 371/99275 


FO 371/99276 


FO 371/99277 
FO 371/99278 


FO 371/99279 
FO 371/99280 


FO 371/99281 


REEL 92 

FO 371/99282 
FO 371/99283 
FO 371/99284 
FO 371/99285 


REEL 93 

FO 371/99286 
FO 371/99287 
FO 371/99288 
FO 371/99289 


REEL 94 

FO 371/99290 
FO 371/99291 
FO 371/99292 
FO 371/99293 


REEL 95 

FO 371/99294 
FO 371/99295 
FO 371/99296 
FO 371/99297 


Unofficial contacts between UK and China including visits by British 
scientists; various accounts of life in China as seen by the visitors; 
questions raised about British subjects imprisoned in China (1952) 


British relations with Nationalist China (1952) 

Tension on the Hong Kong border with China; discretion given to Hong 
Kong police to return fire of Chinese where safety of Hong Kong 
inhabitants is concerned (1952) 

Chinese accession to Protocol to the UN Prohibition of Use in War of 
Gas and Bacteriological Methods; question of right of Communist 
Chinese Government to ratify Geneva Convention and other 
instruments (1952) 

Status of the Chinese Offshore Islands (1952) 

Monthly economic reports on China from the 

British Consul (Commercial) at Shanghai (1952) 

Report on economic and social progress in East China 

during 1951 (1952) 

Elimination of private enterprise in China, particularly in 

the municipal sector (1952) 

Campaign of austerity in Chinese economic activity; inauguration of the 
Tientsin Investment Company; report of economic expansion in North 
West China; efforts to expand heavy industry; compensation of low 
capital by plentiful cheap labour (1952) 


British business interests in China (1952) (Folder 1) 
British business interests in China (1952) (Folder 2) 
British business interests in China (1952) (Folder 3) 
British business interests in China (1952) (Folder 4) 


a oe 


British business interests in China (1952) (Folder 5) 
British business interests in China (1952) (Folder 6) 
British business interests in China (1952) (Folder 7) 
British business interests in China (1952) (Folder 8) 


British business interests in China (1952) (Folder 9) 

British business interests in China (1952) (Folder 10) 
British business interests in China (1952) (Folder 11) 
British business interests in China (1952) (Folder 12) 


British business interests in China (1952) (Folder 13) 
British business interests in China (1952) (Folder 14) 
British business interests in China (1952) (Folder 15) 
British business interests in China (1952) (Folder 16) 


REEL 96 
FO 371/99298 


FO 371/99299 
FO 371/99300 
FO 371/99301 
FO 371/99302 


FO 371/99303 


FO 371/99304 


REEL 97 
FO 371/99305 


FO 371/99306 


FO 371/99307A 


FO 371/99307B 


FO 371/99308 


FO 371/99309 


FO 371/99310 


FO 371/99311 


FO 371/99312 


REEL 98 
FO 371/99313 


Economic reports for Formosa in 1952; British business firms in 
Formosa; claim by Taiwan Electric Power Company against 

Babcock and Wilcox Ltd (1952) 

American business interests in China; difficulties encountered by foreign 
firms in China; interests of British banks in China (1952) 

Growth of industry in North East China; growth of the Co-operative 
Movement; labour unions in North East China; industrial output in East 
China; new power station at Fuhsin in South West Manchuria (1952) 
Economic report on Hong Kong for March 1952 (1952) 

Reports on the Shanghai Water Works Company Ltd and the Shanghai 
Electric Construction Company for 1951 (1952) 

Anglo-Chinese Chamber of Commerce: discussions on its future; 
China's expression of willingness to trade with the UK, through the 
China National Import-Export Corporation (1952) 

Difficulties of British banks in China due to freezing of their dollar 
assets; proposed closure of British banks; approach to USA to obtain 
release of frozen dollars (1952) (Folder 1) 


Difficulties of British banks in China due to freezing of their dollar 
assets; proposed closure of British banks; approach to USA to obtain 
release of frozen dollars (1952) (Folder 2) 

Difficulties of British banks in China due to freezing of their dollar 
assets; proposed closure of British banks; approach to USA to obtain 
release of frozen dollars (1952) (Folder 3) 

Report on the budget of the Central and Provincial Governments of 
Formosa for the years 1952 and 1953 (1952) 

Chinese Government Purchasing Commission: liquidation (1952) 
Restriction on movement of currency, cheques, bonds, gold, silver and 
merchandise by post into or out of China; restrictions on credit offered 
by Chinese banks in Hong Kong; control measures on foreign 
currencies held by foreign diplomats; lowering of interest rates of 
Chinese banks (1952) 

Confirmation that silver coin and bullion belonging to China had been 
recovered after being kept in a Tientsin bank under seal 

since 1940 (1952) 

Effect of control of strategic exports to China; reports of smuggling from 
Hong Kong, Malaya, Singapore and Borneo into China; proposals to 
modify controls on exports to Formosa (1952) (Folder 1) 

Effect of control of strategic exports to China; reports of smuggling from 
Hong Kong, Malaya, Singapore and Borneo into China; proposals to 
modify controls on exports to Formosa (1952) (Folder 2) 

Effect of control of strategic exports to China; reports of smuggling from 
Hong Kong, Malaya, Singapore and Borneo into China; proposals to 
modify controls on exports to Formosa (1952) (Folder 3) 


Opening of Chinese foreign trade channels; trade in British ships; 


10 


FO 371/99314 


FO 371/99315 
FO 371/99316 


FO 371/99317 
FO 371/99318 


FO 371/99319 


REEL 99 
FO 371/99320 


FO 371/99321 


FO 371/99322 


FO 371/99323 
FO 371/99324 
FO 371/99325 


FO 371/99326 


REEL 100 
FO 371/99327 


FO 371/99328 


Anglo-Chinese agreement on rice and cotton trade; establishment of the 
"China Committee for Promotion of International Trade" (1952) 
Nationalist Chinese proposal to set up a small trade agency 

in Singapore (1952) 

Trade between China and Japan (1952) 

Sino-Soviet talks in Moscow, November 1952, about problems of 
trade for 1953 (1952) 

Swiss doubts about future trade with China (1952) 

Increase in Anglo-Chinese trade as a result of agreements reached 
between the Chinese and British Trade Delegations attending the 
International Economic Conference in Moscow; problems of exporting 
to China (1952) (Folder 1) 

Increase in Anglo-Chinese trade as a result of agreements reached 
between the Chinese and British Trade Delegations attending the 
International Economic Conference in Moscow; problems of exporting 
to China (1952) (Folder 2) 


Increase in Anglo-Chinese trade as a result of agreements reached 
between the Chinese and British Trade Delegations attending the . 
International Economic Conference in Moscow; problems of exporting 
to China (1952) (Folder 3) 

Increase in Anglo-Chinese trade as a result of agreements reached 
between the Chinese and British Trade Delegations attending the 
International Economic Conference in Moscow; problems of exporting 
to China (1952) (Folder 4) 


» Levying of Agriculture Tax on summer and autumn harvests; land and 


house tax on properties owned or rented by foreign diplomatic and 
consular missions; imposition of fines for delay in payment (1952) 


Details of strength and disposition of Chinese military and air forces, 
including field forces in the border areas (1952) 

American policy regarding Nationalist Chinese forces in Formosa; return 
of Chief of United States Military Assistance Advisory Group in Taiwan; 
General Chase to United States for consultations (1952) 

Retained by Department under Section 3(4) (1952) 

Detention and searching of merchant ships by the Nationalist Chinese 
Navy; insurance claims by shipowners against Nationalist Government, 
pursuit of claims by British Consulate, Tamsui; release of some vessels 
effected; proposals for arming British merchant ships (1952) 


Detention and searching of merchant ships by the Nationalist Chinese 
Navy; insurance claims by shipowners against Nationalist Government, 
pursuit of claims by British Consulate, Tamsui; release of some vessels 
effected; proposals for arming British merchant ships (1952) 

Detention and searching of merchant ships by the Nationalist Chinese 
Navy; insurance claims by shipowners against Nationalist Government, 
pursuit of claims by British Consulate, Tamsui; release of some vessels 


11 


FO 371/99329 


FO 371/99330 


FO 371/99331 


FO 371/99332 
FO 371/99333 
FO 371/99334 


REEL 101 

FO 371/99335 
FO 371/99336 
FO 371/99337 


FO 371/99338 


FO 371/99339 
FO 371/99340 
FO 371/99341 
FO 371/99342 
FO 371/99343 


FO 371/99344 


FO 371/99345 


FO 371/99346 


FO 371/99347 
FO 371/99348 


FO 371/99349 
FO 371/99350 


FO 371/99351 
FO 371/99352 


effected; proposals for arming British merchant ships (1952) 

Detention and searching of merchant ships by the Nationalist Chinese 
Navy; insurance claims by shipowners against Nationalist Government, 
pursuit of claims by British Consulate, Tamsui; release of some vessels 
effected; proposals for arming British merchant ships (1952) 
Development of Chinese agriculture; reactions of peasants towards the 
drive for producers’ co-operatives; action against drought in North West 
China; report on food production and administration in Taiwan (1952) 
Cultivation of protective forests on the western border of 

North East China (1952) 

Land redistribution in Formosa (1952) 

Tea production in China (1952) 

Formosa tea market report no 2, following the close of the spring tea 
season, by United Exporters (1952) 


Chinese cotton industry and trade; good cotton harvest (1952) 
Formosan fishing industry (1952) 

Chinese railway operation and construction; preparations for 
expansion in 1953 (1952) 

Opening of various highways in China and over the borders, including 
the road to Lhasa, Tibet; whereabouts of the records of the Wuhu Road 
Improvement Society (1952) 

Retained by Department under Section 3(4) (1952) 
Retained by Department under Section 3(4) (1952) 
Retained by Department under Section 3(4) (1952) 
Retained by Department under Section 3(4) (1952) 

Notification of partial closure of the Yangtze River entrance; 

chart of the area (1952) 

Prevention of floods in the Middle Yangtze Kiang; flood diversion and 
irrigation scheme; operation of the “People’s Victory Canal” (1952) 
Confiscation and requisitioning of foreign property in China; particulars 
of cases where British individuals and firms have suffered from Chinese 
requisitioning; requisitioning of public utility companies in Shanghai 
(1952) (Folder 1) 

Confiscation and requisitioning of foreign property in China; particulars 
of cases where British individuals and firms have suffered from Chinese 
requisitioning; requisitioning of public utility companies in Shanghai 
(1952) (Folder 2) 

Protest at Chinese takeover of the Tientsin Country Club (1952) 
Chinese land reform programme; completion of reform in most of China 
(1952) 

Requisitioning of HMG property at Foochow and of French Embassy 
compound in Peking (1952) 

Chinese petroleum industry (1952) 

Coal industry in Formosa (1952) 

Completion of Hsinchu Power Plant, Formosa; visit to hydro-electric 
projects in the Turoku Gorge; article on the interconnected power 
system of the Taiwan Power Company (1952) 
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FO 371/99353 
FO 371/99354 


REEL 102 
FO 371/99355 


FO 371/99356 


FO 371/99357 


FO 371/99358 


FO 371/99359 


FO 371/99360 


FO 371/99361 


FO 371/99362 


FO 371/99363 


FO 371/99364 
FO 371/99365 


REEL 103 
FO 371/99366 


Oil deposits in Formosa (1952) 


Mineral resource potential of Taiwan; report of Consul's visit to 
Tainan Salt Works (1952) 


Representations made to Chinese Ministry of Foreign Affairs by heads 
of foreign missions on behalf of US and other foreign and 
Commonwealth nationals in China; proposed statement to UN about 
treatment of foreigners; statistics of foreigners arrested and detained 
in China (1952) (Folder 1) 

Representations made to Chinese Ministry of Foreign Affairs by heads 
of foreign missions on behalf of US and other foreign and 
Commonwealth nationals in China; proposed statement to UN about 
treatment of foreigners; statistics of foreigners arrested and detained 
in China (1952) (Folder 2) 

Representations made to Chinese Ministry of Foreign Affairs by heads 
of foreign missions on behalf of US and other foreign and 
Commonwealth nationals in China; proposed statement to UN about 
treatment of foreigners; statistics of foreigners arrested and detained 
in China (1952) (Folder 3) 

Representations made to Chinese Ministry of Foreign Affairs by heads 
of foreign missions on behalf of US and other foreign and 
Commonwealth nationals in China; proposed statement to UN about 
treatment of foreigners; statistics of foreigners arrested and detained 
in China (1952) (Folder 4) 

Refusal of Hong Kong and Malaya to allow entry to Nationalist Chinese 
Cheng Yen-fen; Hong Kong visa policy determined by anxiety about 
agitation caused by Chinese Nationalists (1952) 

Visits of Portuguese Minster for Overseas Affairs to Far East, US 
Commanding General of the Fleet, Franklin A Hart to Hong Kong; 
Ministry of Transport official Le Goy to Hong Kong; Australian Minister 
for the Philippines, Moore to Formosa; report of lavish entertainment of 
visitors to Perking (1952) 

Tientsin Municipal regulations establishing procuratorial informants paid 
only for information given to higher authority; new regulations for 
Chinese People’s Court; request for information about HBM Supreme 
Court, formerly at Shanghai; reform of Chinese judiciary (1952) 
Communist newspapers in Hong Kong; use by New China News 
Agency (NCNA) of propaganda contravening the Hong Kong Control of 
Publications Ordinance; serious warning to NCNA on 

possible prosecution (1952) 

Appearance of a new daily newspaper in Peking called the “People's 
Daily" in place of the "Hsin Min Pao” (New People’s Daily) (1952) 
Retained by Department under Section 3(4) (1952) 

Retained by Department under Section 3(4) (1952) 


Education in China; reorganisation of university training; creation of 
propaganda schools (1952) 
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FO 371/99367 


FO 371/99368 
FO 371/99369 
FO 371/99370 


REEL 104 
FO 371/99371 


FO 371/99372 


FO 371/99373 


FO 371/99374 


FO 371/99375 


REEL 105 
FO 371/99376 


FO 371/99377 


FO 371/99378 
FO 371/99379 


FO 371/99380 
FO 371/99381 
FO 371/99382 


FO 371/99383 


FO 371/99384 


Failure of the "Progressive Church" in China after one year; creation of 
a Chinese Islamic Association; Chinese Islamic Delegation's visit to 
Pakistan (1952) 

Chinese Moslem Association in Formosa (1952) 

Buddhism in China; founding of a Chinese Buddhist Association (1952) 
Future of the Lester Chinese Hospital in Shanghai and the International 
Hospital in Hankow; Chinese insistence on registration of land (1952) 


Chinese representation at the Olympic Games 1952: admission of 
Chinese Communists and withdrawal of the Nationalists (1952) 
Establishment of regional motorway in the People's Republic of China in 
an attempt to solve the problem of national minorities, particularly in 
South West China (1952) 

Disposal of refugees from China; maintenance of clearing offices in 
Shanghai and Hong Kong; proposed use of blank visas for removal of 
refugees from Hong Kong; aid to refugees in Hong Kong; problem of 
foreign refugees in Shanghai (1952) (Folder 1) 

Disposal of refugees from China; maintenance of clearing offices in 
Shanghai and Hong Kong; proposed use of blank visas for removal of 
refugees from Hong Kong; aid to refugees in Hong Kong; problem of 
foreign refugees in Shanghai (1952) (Folder 2) 

Disposal of refugees from China; maintenance of clearing offices in 
Shanghai and Hong Kong; proposed use of blank visas for removal of 
refugees from Hong Kong; aid to refugees in Hong Kong; problem of 
foreign refugees in Shanghai (1952) (Folder 3) 


Problems of overseas Chinese in South East Asia; complaints about 
treatment of overseas Chinese families in Kwangtung; Nationalist drive 
to win support of the overseas Chinese; conferences in Taipeh and 
Canton; study of China's population (1952) 

Parliamentary questions about duties of British Consul-General in 
Formosa and whether they justify continuation of the post (1952) 
Indian diplomatic representation in Peking (1952) 

Size of the US Consulate-General in Hong Kong: appointment of a 
Canadian representative in Hong Kong (1952) 

Labour Day celebrations in Peking 1 May 1952; details of delegations 
attending; celebration of Third Anniversary of Foundation of Chinese 
People’s Republic on 1st October 1952 (1952) 

Chinese claims to territory on southern frontier with Burma (1952) 
Reform of Chinese script; campaign against illiteracy in China; 
difficulties due to lack of knowledge of the Chinese language (1952) 
Development of movement for democratic reform in factories and 
mines; wages in China; direction of labour; labour situation in Hong 
Kong; US Information Services official's appointment in Hong Kong, 
unemployment and trade unionism in China (1952) 

Development of a progressive labour insurance system in Formosa 
(1952) 
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FO 371/99385 Withdrawal of Australian proposal to take over UK responsibilities in the 


New Hebrides; proposed partition of the territory (1952) 
FO 371/99386 Status of HM Consulate, Papecte, Tahiti (1952) 


FO 371/99387 Report on the Consul-General of Nationalist China, Doctor Yao at 
Papecte (1952) 
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6th September 1952 Rs 1.43 pom. 9th September 1952 


CONFIDENTIAL ‘aan 
Fellewing fer Unien International Cempany frem Calvert. 
[Begins }. 


Your message ef 2nd [grp undee], Your letter ef Nevenber 5th 
1951, (gep undee) Purry my successer. He has been aeeepted as 
sueh by eur autherities and fer that reasen his entry pernit 
finally granted. Abselutely ne prespeet ef Briggs being accepted. 
My exit permit will be granted enly after Purry has arrived and 
effieially taken ever frem me therefere essential that you 
expedite his departure fer Heng Keng where entry pernit awaits 
him. Referenee te Purry [grp undes] weuld refer you te yeur 
letter ef April 28th 1952. 


(Ends). 


Sin ? 


With mf T ye GM sf 
a (BFcp]erc 7 F dat ) 


z 
UO 
ce 
< 
= 
4. 
as 
~~ 
z 
z 
E 
oc 
> 
TY 
ioe] 
O 
bn 
0 
z 
L 
O 
z 


(12733) 7/351 D.L. 


NOTHING TO BE WRITTEN IN THIS MARGIN. 


de FO 1105/351 


FOREIGN OFFICE, 
s. W. 1 a 


19th September, 1952. 


Sir, 


With reference to your letter of the ist September 
(BFCL/CPC "DD" Dept) I am directed by Mr. Secretary Eden 
to inform you that the following message has been 
received from Her Majesty's Consul-General Shanghai. 
The message has already be dictated to your secretary 

over the telephone. 


"Por Union International Company from Calvert. 


"Your message of the 2nd September. Your oi 2 
letter of the 5th November 1951. oup undecipherable7 
Purry my successor. He has been accepted as such by 
our authorities and for that reason his entry permit 
finally granted. Absolutely no prospect of Briggs , 
being accepted. My exit permit will be granted 
only after Purry has arrived and officially taken 
over from me. Therefore essential that you 
expedite his departure for Hong Kong where_exit 
permit awaits him, Reference to Purry - unde 
and refer you to your letter of the 28th April, 1952". 


I am, 
Sir, 
Your obedient Servant, 


34.) Cu. johevelen 


B.F¥.C. Lasib Esq.>, 
Union International Company, 
1h, “2 ee 
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Last Paper (Minutea.) 


It may be useful to retrace the history of recent 
proposed action in support of the British firms in 
References China. 


rc 105/326 4. On the §th July the Chinese replied to Mr. Lamb's 
note of the 19th May about British trade in China 


FC iios /au4 (, (FC 1105/281, Flag A). 


2.  Meafiwhile a small mission of 4 business men, led 
by Mr, Lennox of Jardine Mathieson and Company, had’ 
applied for visas to go to Peking in order to discuss 
(Print) the establishment “of a sound basis for the development 
of trade for the mutual benefit of our respective 
countries" (-/314, Flag 8). Mr. Lamb supported this 
application in a Note on,the 14th July. 
: (-)320,© 
ae oe re 3, On the 13th August Mr. Lamb c- that since 
the difficulties of the firms had not appreciably 
decreased he might deliver further notes on two 
points: (a) a reminder that the business men who had 
applied for visas to visit Peking had not been granted 
them;and (b) that ##e British firms, whose identity 
would be stated, had applied to the Local Authorities 
for approval for closure but without response. 


4. On (a) the managers of the British firms in 
Shanghai are unanimous iD, king Mr. Lamb not to make 
further representations “On (b) the firms.4re again 4 
unanimous. In both cases they fear that prodding 

the Chinese may produce the reverse of the result 
desired. Mr. Lamb has agreed (-/334, Flag E) to hold 
his hand for the time being. 


5. We had meanwhile consulted the China Association on 
the terms of a possible reply to the Chinese note. They 
have consulted the Chamber of Commerce in Hong Kong who © 
agree with Shanghai that they would not wish for any 
further representations by Mr. Lamb at present. The 
China einai have endorsed this attitude ( -/353, 
Flag F). 


6. There is also another issue connected with, but 
separate from the main one, which is raised in Peking 


telegram No. 679 ( -/326, Flag G). The British firms 
34967 


in Tientsin/ 


‘ 


in Tientsin have been faced with increasing exorbitant 
demands for severance pay from theirtrade unions. 

The firms had decided that it was impossible to 
negotiate on the demands of the trades unions and 5 

of them had written to the Tientsin Military Control Gabe 
pointing out their difficulties and quoting assurances 
in the Chinese note of July 6th and asking for a 
ruling. The firms had originally asked Mr. Lamb to ( 
support them - which he thought highly desirable - but Fed 
almost inumediately withdrew their request. The 

reasons were that the firms wished first to know the 
reactions of the Tientsin authorities and to consult 
their Hong Kong offices. Mr.. Lamb accordingly has 


taken no action, 
7. The most recent telegram from Peking ,which (vo TI7 92 2 D Wel. Pa 


describes an interview between the local managers in 
Tientsin and the Director of the local Foreign Affairs 
Department (to whom the Military Control Commission 

had referred), makes the reactions of the Tientsin , 
authorities quite clear. They say that there was | 
bound to be a wide difference of opinion between : 
either side at the beginning of negotiations, and the | 
managers had no alternative but to agree to continue 
discussions. "his has, to some extent weakened the 
case for intervention by Mr. Lamb, but he is still 
anxious to keep pressings the Chinese Covernment lest 
our general plan should lose momentum. He suggests 
that if no progress has been made in Tientsin in the 
course of, say, the next fortnight, he should make 
representations to the Chinese. 


8. Although the point that we should not allow our 
plans in supporting the Britisn firms to lose momentum 
is a valid one, I do not think that we can authorise 
Mr. Lamb to make the representations he sugrests unless 
the firms concerned are prepared to agree. This may 
become clear when Tientsin reply to Peking telegram 
No. /1l/. 


9. I submit a draft telegram. 


« = s \ 


(J.M.O. Snodgrass) 


| Agr , Paaticnlart, 13th September, 1952: 
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Nothing to be Written in this Margin. 


C/103/352 
CONFIDENTIAL 
P G TO FORE 
Cypher/OTP 
Mr. Lamb 
No, 717 D. 8.17 a.m. 10th September, 1952 
9th September, 1952 R.10.05 a.m. 10th September, 1952 
CONFIDENTIAL 
Addressed to Foreign Office telegram No f 
9th September ce 
Repeated for information te Hong Keng 2 
and Saving te Shanghai ‘Gn » 
Tientsin 


My telegram No. 679 and Shanghai telegram No, 177 Saving 
to me: Fe AWEY ac Ye w0i] 346 


British Firms in China, 


Her Majesty's Consul General at Tientsin reports that the 
lecal managers ef five companies were summoned en 29th August te 
receive a typically arregant and dishenest lecture from the 
Directer ef Foreign Affairs Department Tientsin [grp¥ undec.] to 
whem the Military Contrel Commission had referred their letter. 
The Directer refused to discuss details but insisted that it 
was essential that the firms should negotiate with their 
uniens, He declared that the firms had not negotiated preperly 
se far and that there was bound te be wide difference of 
epinien between either side at the beginning of any negotiation. 
Moreover labour-capital agreements could be changed whenever 
circumstances altered (and se by implication were valueless). 
Empleyees discharged by fereign firms would face a difficult 
future as their experience weuld hardly make them fit fer 
pesitiens under the Peeple's Gevernment., Firms should therefere 
‘negotiate with their workers with sincerity " on basis ef fair 

ness and reasen and in accordance with the Municipal Ceuncils 
regulations". The Managers had ne alternative but te agree te 
continue discussions. 


2. This development has te some extent weakened the case 
fer intervention by Her Majesty's Gevernment in suppert ef the 
firm's letter te Tientsin Centrel Cemmission and it may be that 
the Tientsin Uniens have been instructed if net te abate their 


/demands at least 


CONFIDENTIAL 


Peking telegram Ne. 717 to Foreign Office 
oY & 


demands at least to shew readiness te discuss them. The — 
Tientsin managers however do net share the recent optimism of 
their Shanghai celleagues and in the absence ef tangible signs 
of imprevement I agree with them. I feel it is important te 
keep pressing the Chinese Gevernment and I would suggest that 

if ne progress has been made in Tientsin in the course of say 

the next fortnight in reaching reasenable agreement with the 
uniens I should make representatiens te the Vice-Minister fer 
Fereign Affairs in « ferm which could be queted publicly and 
referring te apprepriate passages ef his nete ef 5th July. I 

do net think such representatiens weuld in any way damage the 
geedwill ef Cempanies whe may be heping to de fresh business with 
China whether by negetiating in Berlin or elsewhere, Mereever 

I think it weuld be advantageous te make such representations 
while the delegatien frem the United Kingdem is in China, 


3. Latest demand comes frem an incorrigible employee 
whe wants feurteen years (repeat feurteen years) wages as pay 
eff fer ene and a half years service. There can be ne deubt 
that labeur in making such menstveus demands are sure ef 
suppert of the Chinese Gevernment and that the fermer are 
expleiting the situation in attempt te ferce the British firms 
te part with their assets free of charge. 


Foreign Office pass te Heng Keng as my telegram Noe. 253, 


[Cepies sent te C.0. fer transmissien te Heng Keng]. 


666666 


wrt fit &o 

b ba he} 
Registry 
No. FC 1105/352 


XUOK SeCKiX 
YEKOR EK 
CONFIDENTIAL 


SRESTKIRIER X ROUTINE 
XOPRKX OOIX 


‘-  priorit 
without P Y 


Draft. Telegram 


PEKING ? 
al Security classification). “cm tL ONPIDENT IAL 
—if any 
Addressed to Se I a Ramee 
SL4/ 


Telegram. belegram NO. .r.v0bon ( 


Repeat to :— 


MARGIN 


i Your telegram No, 717 / of the 9th 
ShenG@hai /A® 
Tiefitsin loa<~ 
Hong Kong °“ I agree. generally, but. would prefer that 
(Saving) 


September: British firms in Tientsin 7. 


IN THIS 


representations should not be made without the 
agreement, of the firms concerned. 
Ze If they do agree, I assume you are 


satisfied thet particular representations 


rr 
: 
ce 
> 
2 


could be made:in this case without prejudice 
to question of general representations | 
suggested in your telegram No. 657 / of 

On As, ae 
August 13th_/. ,fhe attitude tgmeiese of the 


Cyph Shanghai managers reported in Shanghai telegram 
ypher. 


NOTHING TO 


No. 172 Saving / of August 23rd_/ to you is 


Distribution :— ae 
shared* by the Hong Kong Chamber of Commerce and 


by the China Association. There is thus 
Departmental 
unanimity among all the commercial interests 


Ce &: K. ) : 
B.R. ) Depts. concerned that they wish for no further general 


representations at present., We are. 


Copies to :— consulting, with the China,Association on the 


/50 G.S.St. 


_ 


Mr. Ogilvy Webb, terms. of a reply to the Chinese Note of the 
S TReasury : 
Nr. Sidebotham, 5th July. should. the firms decide. later: that 
a Stee 
Mr. Levine, they wish you to-.intervene. They fully 
_board of Trade. 
3 appreciate the danger of our-plans losing 


momentum. tae te oe ? 
a pve Sab (Ate: 


aa oe ¢ 
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CON! LDENTIAL 
ROM FOREIGN OF¥ ICE TO PEKING 


Cypher/OIP and by Bag DEPARTMENT AL 
FC 1105/352 DISTRIBUTION 


No, 841 
19th September, 1952 D. 7.355 a.m. 20th September, 1952 


CONFIDENTIAL 


Addressed to Peking telegram No. 841 of 19th September 
Repeated for information te Shanghai 
Tientsin 
and Saving te Heng Kong 


Your telegram No. 717 lef the 9th September: British 
firms in Tientsin]. 


I agree generally, but would prefer that representations 
should net be made witheut the agreement of the firms concerned. 


2e if they do agree, I assume you are satisfied that 
particular representations ceuld be made in this case without 
prejudice to question of general representations suggested in 
your telegram No. 657 [ef 13th August]. On this, the attitude 
ef the Shanghai managers reperted in Shanghai telegram Noe. 172 
Saving [ef 23rd August] te you is shared by the Hong Kong 
Chamber of Cemuerce and by the China Asseciatien, There is 
thus unanimity among all the commercial interests concerned that 
they wish for ne further general representations at present. 
We are consulting with the China Asseciation on the terns of a 
reply to the Chinese Note of the 5th July should the firms de- 
cide later that they wish yeu to intervene. They fully 
appreciate the danger of ourplans losing momentum, 


DISTRIBUTED TO: 


China and Kerea Department 
Economic Relations Department 
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NOTHING TO BE WRITTEN IN THIS MARGIN. 


the T1057 382) 


60. &( 


OU TS ILE 


FOREIGN OFFICE, 3.W.1. 


Will you please refer to Peking telegram 
No. 679 of 26th August about the demands for 
severance pay being faced by firms in Tientsin. 
The firms originally asked for Mr. Lanb‘s ~ 
but almost immediately withdrew their reques 
(Peking telegram No. 681 of 26th August, a scopy 
of which was sent to you). I now enclose copies 
of subsequent telegrams (Peking telegrams Nos. 
699 and 717 and i telegrams Nos. 177 and 
185 saving to Peking). 


As you will sec, Mr. lanb is anxious to keep 
pressing the Chinese Gevernmment on this issue 
and has suggested representations. We have told 
him that we agree generally but would prefer that 
representations should not be made without the 
agreement of the firms concerned. 


Perhaps you would let me have your views on 
this. Perticular representations in this case 
would not, we hope, prejudice the general 
representations suggested by Mr. Lamb in his 
telegram No. 657 of 13th August. 


(C. He Johnston) 


G. A. Mitchell, Ese., 


China Association, 
5h 014 Broad Street, 
8.0.2. 


23rd September, 1952. 
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NOTHING TO 


We. 11647,234 250m 7,51 V.P.Co. 51-8078 


Registry 
No. FC 1105 [352. 
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Confidential. 
SROESXI IE CE K 


PORE 


Draft. lett 


TO: 


Mr. Levfine, 
Board 


From: 


Mr. Johnston, 


Copy to/ 


Mr.\ S¥deHot tan, 


man, 
England. 


from China which deal with/the closure of British 


firms. these(over the past few months. The subject 


is rather complex and I thought it might be 


We have been sending as tiie of telegrams 


useful to you to have a summary of the more 
important events and action proposed since the 
Chinese reply on the 5th July to Mr. Lamb's Note 
of the 19th May. 

2. At the beginning of July a small mission of 
four business men, led by Mr. Lennox of Jardine 
Matheson and Company, applied for visas to go to 
Peking in order to discuss the establishment of 
"a sound basis for the development of trade for 
the mutual benefit of our respective countries", 
Me, Lamb supported this application in a Note to 
the Chinese Minister of Foreign Affairs on the 
uth July. 

3 A month later, on the 15th August, Mr. Lamb 
suggested (Peking telegram No. 657) that since 
there had bheén little progress and the difficulties 
of the firms had not appreciably decreased. he 


might deliver further Notes ,on two points: 


k 

(a) A reminder that the business men who had 
applied for visas to visit Peking had not been 
granted them, 

(bo) That certain British firms (whose 
identity would be stated) had applied to the Local 
Authorities for approval for closure but without 
response. 

& On (a) the managers of the British firms 
at Shanghai were unanimous in asking Mr. Lamb not 
to ne further representations (Shanghai telegram 
No. 233). Recently a meeting was arranged 


between the members of this group and the ¥tee 
Meiineteaal 


® 
¢ 


ee 


Minister, Shanghai, representative of the 
Peking Ministry of Trade, for September 12th 

Q wt 215% att 
(Shanghai telegrams Nos. 247 and 252). Our 
latest information is that the meeting has been 
postponed, but the British delegates still con- 
sider that the reneral atmosphere is reasonably 
hopeful. 

S On (bv) the firms are also unanimous that 
they wish for no further representations by tt. 
Lamb, They fear that prodding the Chinese may 
produce the reverse of the result desired. 
we. Lamb agreed (Peking telegram No. 699 of the 
lst September) to hold his hand on both issues 
for the time being. 

G The-Pereten—OLcind had meanwhile consulted 
the China Association on the terms of a possible 
reply to the Chinese Note of the 5th July. 

mm Wwrr 
Thney reve consulted the Chamber of Commerce in 
Hong Kong,who agree with Shanghai that they would 


not wish for any further representations by 


Mr. Lamb at present. The China Association 


have endorsed this attitude, Auh Cons, Paar 


7 There is also another issue connected with, 
but separate from the main one,which was 
originally raised in Peking telegram No. 679 of 
25th August. The British firms in Tientsin wer 
being faced with increasingly exorbitant demands 
for severance pay from their Trade Unions. The 
firms had decided that it was impossible to 
negotiate on the demands of the Trades Unions, 
and five of them had written to the Tientsin 
Military Control Commission pointing out their 
difficulties ane quoting assurances in the 
Chinese Note of July 5th and asking for a ruling. 


The firms/ 


NOTHING TO BE WRITTEN IN THIS MARGIN. 


The firms had originally asked Mm Lamb to 

support them - which he thought highly desirable - 
but almost immediately withdrew their request. 
They gave the reason that they wished first to 
know the reaction of the Tientsin authorities anc 
to consult their Homg Kong offices. -e, Lamb 


has accordingly Sn no action, 


ee 
——— 


& An interview was arranged between the local 


managers of the five firms concerned in Tientsin 
and the Director of the local Foreign Affairs 


Department (to whom the Military Control 


MARGIN. 


Commission had referred). From this it appeared 


that the Chinese were determined that the firms 


should negotiate with their unions: they said 


IN THIS 


that there was bound to be a wide difference of 
opinion between either side at the beginning of 
any negotiationsand that the firms should therefore 
negotiate with their workers with sincerity "on 

a basis of fairness of reason and in accordance 
with the municipal council's regulations". The 
manarers ,hiewe—apperentt;undes the teactersim p 
of—JardineMetheson's—representative,. decided 
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that they had no alternative but to saves to 
continue discussions. This has, to some extent 
weakened the case for intervention by Me. Lamb, 
but he is still anxious to keep pressing the 
Chinese Government lest our general plan should 
lose momentum. He suggested (in his telegram 
No. 717) that if no progress had been made in 


Tientsin in the course of, say, the following 


6/48 A.& E.W.Ltd. Gp.685 
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fortnight, he should make representations to the 
Chinese, We replied that wem~eswecd—gererat tbat 
that we would prefer that representations should 


not be made without the agreement of the firms 


W't.17583/163 50,000 


concerned/ 


peat 
363841) 


concerned. Shanghai's telegram No. 254 of the 
17tn Septemver, which comments on Mr. Lamb's 
suggestion, suggests that it would at present 
be difficult either for the firms or H.M.G,. to 
make further representations. —— | 


gq The conclusion from all this is, I fear, | 


that very little has been accomplished either 


by the firms or by H.M.G. The chinese, are q 


clearly @tdet+ bDeinr seny cautious,- their 
experience of negotiating with the amateurs 
in—Aneto-—chinese—+trede in East Berlin may have 
made them think twice about the benefits of 
expelling foreign capitalists. The firms stil 
maintain their solidarity on the surface, but 
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we £0eer (though without any substantial evidenc 


that some of them may be having second thoughts 


about their decision to close Can wrty re ; 
Je e thes. J Porak AK we towrt nur, 
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-~trheoueht—re the Ae the Economic 


Policy €ommittee on possible measures to help 
British firms in Chine. out Ae things @ve—ftte 
nother there would ybe much point in 
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PURSIUGN UFEFLUS, Detiele 
27th Jepteuber, 1952. 
(PC 1105/352) 


DahTis 


We have been sending you over the past few months 
copies of telegrams from China which deal with the closure 
of British firms. The subject is rather complex and I 
thought it might be useful to you to have a summary of 
the more important events and action proposed since the 


Chinese reply on the 5th July to iir. Lanb’s Note of the 
19th i.ay. 


Zo At the beginning of July @ smell mission of four 
business wen, led by Lennox of Jardine Matheson and 
Company, &pplied for visas to go to reking in order to 
uiscuss the esteblishment of “a sound basis for the 
development of trade for the mutual benefit of our 
respective cougtries". Lamb supported tiis application 
in a Note to the Chinese Minister of Foreign Affairs on 
the 14th July. 


3e A month later, on the 135th August, Lem suggested 
(ypeking telegram No. 657) that since there hed been 
little progress and the difficulties of the firme had 
not appreciably decreased, he wight deliver further Notes 
to the Chinese on two points: 


(a) <A reminder that the business wen who had 


applied for visas to visit reking had not been grented 
them. 


/(b) 


SH. Levine, B8ge, 
Board of Trede. 


—~~ —_—__-_ 
——— 
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(bd) That certein British firms (whose identity woud — 
be stated) had applied to the Local Authorities for 
epproval for closure but without response. 


4. On (a) the managers of the British firms at 
Shenghei were unanimous in asking bir. Lamb not to make 
further representations (Shanghai telegram No, 233 : 
of 23rd August). Recently e meeting was arrenged between 
the membera of this group and the Shanghai representative | 
of the Peking Hinistry of Trade, for September 12th 
(Shanghai tele Nos. B47 and 252 of the 10th and 
15th September). Our latest information is that the 
meeting has been postponed, but the British delegates 
still consider that the general atmosphere is reasonably 
hopeful. 


5. On (bv; the firms sre also unamimous that they wish 
for no further representations by Lamb, They fear that 
prodding the Chinese may produce the reverse of the 
result desired. Laub agreed (Peking telegrem No. 699 
of the lst September) to hold his hand on both issues 
for the time being. 


6. We had weanwhile consulted the China Association 
on the terme of a possible reply to the Chinese Note 

of the 5th July. They in turn consulted the Chamber 

of Commerce in Hong ong, who agree with Shanghai 

thet they would not wish for any further representations 
by Lamb at present. The Chine Association have 
eadorsed this attitude, and consider that in the 
circumstances there is nothing to be gained at present 
in considering the form of our reply. 


7e There is e@lso another issue connected with but 
separete from the main one, which was originally raised 
in veking telegram No. 679 of 25th August. The 
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British firms in Tientsin were being faced with 
increasingly exorbitent deands for severance pay from 
their Trade Unions, The firms had decided that it was 
impossible to negotiate on the demands of the Trades 
Unions, and five of them had written to the Tientsin 
Military Control Comission pointing out their 
difficulties, quoting the assurances of the Chinese 
Note of July Sth and asking for a ruling. The firms 
had originally @sked Lamb to support them » which he 
thought highly desirable — but almost imuediately 
withdrew their request. They gave the reason that they 
wished first to know the reaction of the Tientsin 
authorities and to consult their Hong Kong offices, 
Lemb accordingly took no action. 


5S. An interview was arranged between the local managers 
of the five firns concerned in Tientsin and the Director 
of the local “oreign Affairs Depertment (to whom the 
Military Control Commission had referred}. From this it 
appeared that the Chinese weredetermined that the finas 
should ae with their unions; they said that there 
wag bound to be a wide difference of opinion between 
either side at the beginning of any negotiations and 
that the firms should therefore negotiate with their 
workens with sincerity “on a basis offwirness of reason 
and in accordance with the qunicipal council's 
regulations”. The managers decided that they had no 
alternative but to agree to continue discussions. This 
has to some extent weakened the case for intervention 
by Lamb, but he is still anxious to keep pressing the 
Chinese Government lest our general plan should lose 
momcntum, He suggested (in hig telegram No. 717) that 
if no progress hed been made in Tientsain in the course 
of, say the following fortnight, he should make 
representations to the Chinese, .@ replied that we 
would prefer that representations should not be made 


/without 
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without the agreement of the fimas concerned. Sbanghi's 
telegram lio. 254 of the 17th September, which comments 
on ir. Lamb's sugizestion, suggeste that it would at 
present be difficult either for the firms or H.ii.G. to 
wake further representations. rekKing telegram No, 751 
(which Bes just been received and on which we have not 
yet reached a decision) states again the case for 
representations by the mbessy. 


9. The conclusion from all this is, I fear, that very 
little has been accomplished either by the firms or by 
HelieGe The Chinese though enforcing their exorbitant 
demands, aredlearly being cautious —- their experience 
of n@égotiating with the amateurs in sast Serlin may 
have made them think twice about the benefits of 
expelling foreign capitelists. The firms sill maintain 
their solidarity on the surface, but we suspect (though 
without any substantial evidence) that some of thom may 
be having second thoughts about their decision to close, 


10. In these circumstances, 1 think that we can only 
maintain the View expressed in Lloyd's letter of August 
8th to Serpell, about the paper for the sconomic rolicy 
Coumittee on possible measures to help British firue 

in China, namely that as things are there would not be 


much point in submitting such a paper in the immediate 
future. 


ll. I en sending copies of this letter to Serpell, 
Sicvebothsm anc Heasman,. 


(Cc eli, Johnston) 
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COUPIDENTIAL The Church House, mAs 
Great Smith Street, . 
London, S .Wese 


; lOth October, 1952. 
HKF. 317/300/01 , 
Your ref; FO 1105/352. oe _ 


> 


i 


Lo sf3¥a/A 


Thank you for the copy of your letter to Levine of the 
2/th September, giving what we regard as a most useful summary 
of recent developments concerning the position of British firms in 
China. 


I agree with the conclusion in para. 10 of your letter, 
that in the circumstances there would be no point in submitting a 
paper to the E.i.C. in the immediate future. As to Levine's 
Suggestion in his letter of the /th October it seems to us that 
this may be a question for discussion with the China Association 
in the first instance. 


ve have also seen a copy of Serpell's letter to you of the §& 
30th September. At this stage I need only reiterate that the ) 
Governor of Hong Kong is strongly opposed to any form of control, 
which would be no less unwelcome if imposed for balance of pay- 
ments reasons than it would be if intended to prevent unreasonable 
(i.e. blackmail) sterling remittances. 


I am sending copies of this letter to Serpell, Heasman and 


Levine. 
Ss antl 


Gideon 


‘ 


| (J,B.Sidebotham) 
C. H. JOHNSTON, ESQ. 
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yi gM 
The Church House, noah | 
Great Smith Street,. , 
London, Se Ne he a 


LOth October, 1952. 20. 


Thank you for the copy of your letter to Levine of the 


2/th September, giving what we regard as a most useful suwmary 
of recent developments concerning the position of British firms in 


China. 


I agree with the conclusion in para. 10 of your letter, 


that in the circumstances there would be no point in submitting a 


paper to the E.r.C. in the immediate future. As to Levine's 


suggestion in his letter of the /th October it seems to us that 
this may be a guestion for discussion with the China Association 


in the first instance. 


Ye have also seen a copy of Serpell's letter to you of the 


30th September. 


Governor oi Hong Kong is strongly opposed to any form of control, 
which would be no less unwelcome if imposed for balance of pay- 
ments reasons than it would be if intended to prevent unreasonable 


At this stage I need only reiterate that the 


(i.e. blackmail) sterling remittances. 


I am sending copies of this letter to Serpell, Heasman and 


Levine. 


C. H. JOHNSTON, ESQ. 
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CHINA ASSOCIATION. 


TELEPHONE BROAD STREET HOUSE, 


LONDON WALL 1160. 


2440. 54, O.pb BrRoAD STREET, 
TELEGRAPHIC ADDRESS | ONDON E C 2 


wane Wbnees } ~etles aes 


9th Peptember, 195<c. 


liy dear Johnston, 


‘thank you for your letter of August 25th 
(FC1105/320) enclosing a copy of wr.  amb's 
telegram No. 657 of August 30th. 


I have discussed this with my vVommittee 
and have also heard from ong Kong, a copy of 
Vollar's letter giving their views being enclosed 
herewith. | 


you will see that Hong Kong agree with 
Shanghai's view that no further official revresentations 
should be made at present, and my Yommittee were, of 
course, impressed by the unanimity of opinion in the 
Har Baste 


In these circumstances they decided to wire 
Hong Kong accepting the view expressed by them and Dy 
Shanghai, but calling attention to the point made by 
Mr.e Lamb in his second paragraph ,that we should not let 
our general plan lose momentun. 


I think 4 can best explain to you my Yomnittee's 
Opinion by sending you a copy of the telegram which we 
dispatched to Hong Kong after our Meeting, and I enclose 
a copy herewith. You will see from the final phrase 
of that telegram that we propose to open discussions 
with the #toreign Office as to what form further official 
representations should take in due course, amd perhaps 
you will be good enough to give me a ring on the telephone 
to let me know what day and time ¢# would be suitable,for 
me. to come along and have a chat with you on this point. 


Tuesdays, vednesdays and thursdays are the only days 
1 now normally come to London, so I hope you could 
fix a time on one of those days. 


Yours sincerely, 


oe 


c 


C.H.Johnston, itsq.e, 
qoreian Office, 
o Ve . 1 . 


1. C. 1. (CHINA) LTD., 


HONG KONG. 
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Dear Mitehell, 


(CHINA) LTD., 
ONG KONG. 2. 27/8/52. 


given being that the “antis" movenent was still in ferce. In our case, 
the Bureau of Foreign Affairs approached our Canton Office two weeks ago 
telling them that their clesure application weuld now be received. 


There have been seme instances of unofficial approaches having 
been made to companies te continue operation. 


The purely negative aspect of developments may be significant, 
as indicating at least that the C.P.G. has still net decided on their line 
of action. Apart from the delay in the South referred te above, there has 
been no refusal to accept applications te clese. There has been no soncerted 
action by company unions, whe are clearly awaiting a lead. 7 


On the positive side, there have been numerous instances of our 
China representatives being clesely questioned as to their reasons for 
wishing te close, and on the state of their tusinesses. 


The general conclusion is that the C.P.G. is actively concerned 
This is alse Lamb's 


we think that Lamb has put it well in saying that we sheuld not 
let our general plan lese momentum. We would certainly favour official 
reminders if we later feel that such a stage is being reached. 


, Aldingten tells me that Lamb has asked the 
ves of the two dockyards recently "requisitioned" if 


3.8%. Mitehell, Beq., 0.B.é., 
Association 


54, Old Broad Street, 
Londen, &.C.2. 


CHINA ASSOCIATION 


BROAD STREET HOUSE 
TELEPHONE: 54 OLD BROAD STREET 
LONDON WALL 1160 LONDON, E.C.2 


io. 52/G/57 CONFIDENTIAL ‘th Sontember, 1952 


TO MEMBERS OF GENERAL COMI TTES, 


BRITISH FIRMS IN CHIMNA 


As agreed at yesterday's uwceéeting, the following telegram 
been sent to Hong Kong. 

Siz A. siorse from S,A. G ay. 
Following from Ciine Association Counittee begins. 
Reference Coller's letter Au;ust 27th we are informing Fo eign 
Office that we accept Shenshai's and your opinion make no 
further representations to Chinese Government for time being 
but we are nonetheless impressed by the fcar sct out in 
paragraph two of L7ib's Wunbor 657 that thore is 4 risk of 
momcntum being lost (Stop) Wc fecl sure that you and onanghai 
also appreciate this and will watch situation from day to day 
and wire us the moment you think the time is rine for furthor 
action (Stop) Mcantime we .i11 provisionally discuss vith 
Foreign Office at their request what form L-mb's reprcscntations 


should then take in reply to Chinese Gcevornmont Note of July Sth. 


(Iicssage ends). 


Gk, MITCHSLL 
ocerctary & Vico-Cncairman. 
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TELEPHONE BROAD STREET HouSE, 


LONDON WALL 1160. 


2440. 54,O0O.p Broab STREET, 


TELEGRAPHIC ADDRESS 


DOLMIR LONDON LONDON. E.C. 2. 


9th September, 1952. 


€ |l05/354 


Dear 4ddis, 


With further reference to your letter of 
August 19th (FC 1105/315) I have discussed the first 
point you raise# with my vommittee,and they agree with 
the observation I made in my earlier letter to you, 
that probably the only way to compile an accurate 
list of those firms who have not yet put in 
applications to withdraw would be by asking H.M. 
vonsul-veneral, vhanghai, to do it. 


4S a personal addition to the above, I now 
believe that a number of firms have decided not to 
apply for permission to withdraw, but either to carry 
on (with a firm determination not to remit) or to 
atiempt to seil or lease their properties as they see 
Opportunities. in brief, it now seems apparent that 
there is no complete unanimity in this matter. 


Yours sincerely, 


J eMe “ddis, SSqde, mete 
foreign Uffice, 


London 9 S »* Le 
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CONFIDENTIAL fF 
FROM SHANGHAI TO FOREIGN OFFICE 


Cypher/OTP DEPARTMENTAL DISTRIBUTION 


Mr Bumstead 


No. 2) D:3050 aeMe 15th September 1952 
10th September 1952 Rri2.14 Pelle 15t 


CONFIDENTIAL PCilo S/355 
ee a 
Addressed to Peking telegram No. 180 Saviug of 10th september 


Repeated for information to : Foreign Office y 13 


-~ Hong Lx, % 
~Y& 0s 334 f + Pi % 
Your telegram No. 699 to Foreign Office, l 4 *. hy 


Yes. Ai “4 I presume that you have received from Tientsin, jertiaes® 
Pela ’ Matheson and Company's report on Foreign Affairs Bureau reaction. 
(- (32 
2e Your paragraph 4. 
Chamber of Commerce's two notes on the proposed organisation 
were highly tentative and are now largely out of date. The 
present idea is that the Trade “roup should consist of present 
traders representatives : manufacturers might apply to join later, 
(see memorandum of July 10th enclosed in my despatch No. 218) ")/K 


The manufacturers representatives here, in fact, see little chance 
of their being able to join the group. Fewosfagg 


3. Meanwhile Sheppard‘s contact (see my telegram No. 155 Saving) 
has [? Gr.Omit] a Mr. Lu who is understood to be connected with 
East China Ministry of Trade, theugh his pesition ms net been 
clearly defined. These two have had two discussions (it was 
stressed they were completely unefficial) with one-time Peking 
delegates elect (managers of Jardine Matheson and Company, I.C-.I.,. 
and International Export). The upshot is that Lu has arranged fer 
these three to meet the representatives of the lecal Department ef 
Commerce on September 12th. : 


kh. The twe preliminary discussiens were rather desultery and very 
cautious en the Chinese side. Apart frem the fact that they 
indicated at least seme degree ef interest and seme pessible 
pregress. the follewing points emerge on Chinese side ; 


(A) They think ef Trade Greup being established seen i.e, 
pefere elesure and withdrawal. : 
(B) They want te knew what geeds greup might be sble te 


/ impert 


CONFIDENTIAL 


—@ Shanghai telegram Ne. On7 te Fereign Office 
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Qe 
impert, 
(C) They want te knew what firms weuld be represented. 
Te these, British replies were : 
on (A) Firm ; ne Trade Greup befere withdrawal : 
on (B) General ; mestly chemicals an& seme textiles ; 


on (C) The three firms present, plus ether trading firns 
new in China. 


Sheppard tells me alse that he gained the impressien that the 
Chinese had seme hepe that an exchange ef seme strategic materials 
might be arranged, but this subject was net actually discussed. 


5. It remains te be seen whether anything mere definite emerges 
frem September 12th er any subsequent meeting. In the meantine 


~L. sheuld, perhaps, summarize the present pesitien ef firms. 


Withdrawal wuntti frent is ef ceurse fairly selid. Trade Greup 
is, hewever, rather restrieted. Se far, in addition te big three 
the only candidates are twe Arnheld Cempanies, Swire and Maelaine 
and General Electrie Cempany. 


Fereign Office please pass te Heng Keng as my telegram Ne, 
82. | 


[Copy sent te Celenial Offiee fer repetition te Heng Keng ]. 


DI : 
China and Kerea Department 
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BOARD OF TRADE, MAG 
HORSE GUARDS AVENUE,” }» 
WHITEHALL, S.W.I. ) 


CRE Sos2z/so. 16th September, 1952. 


Dear Johnston, Po [ IO 5/356 


I am sorry not to have replied before 
323 of the. 26th August about the effect of the strategic embargo on 
contracts for China. 


We have been in touch with the China Association, as you know ,* 
on this subject because they have been seeking to jockey us into 
giving assurances that we would produce bits of paper, which could be 
produced in Court by sellers, sued for breach of contract,to show that 
H., M. Government had prevented them from fulfilling the comtract. 

The line we have taken is that we will examine individual cases on 
their facts but that we cannot give any general assurance that the 
sort of document they want will be forthcoming. 


It is essential to have in mind that the hypothetical law suits 
are in most cases between a Chinese buyer and a Hong Kong seller. 
The Hong Kong seller will have made another contract to get the goods 
from the U.K. If H. M. Government by prohibiting export of the 
goods prevents the U.K. seller from delivering to Hong Kong, that my 
or may not be a good defence to the Hong Kong seller; it will depend 
on his contract and whether he can get the goods elsewhere and so on. 
If on the other hand H. M, Government merely requested the U.K. 
supplier to go slow and give priority to other orders, but he was in 


/ no way 


H. Johnston, Esq., 
Foreign Office, - 
Whitehall, © Perewel 's Mov KPMeLM 4 a 12, 


LONDON, S.W.el. j rye, 
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no way obliged to comply with this request, it seems clear that this 
would not be of much use to a defendant in Hong Kong. 


Mitchell of the China Association spoke to me some time ago about 
Addis' letter of the 19th August to the Association inviting firms to 
supply details of individual cases to me at the Board of Trade. We 
agreed that a wholesale invitation of this nature would be bound to 
lead to inflated hopes and might even stimulate the Chinese to 
initiate law suits. Mitchell therefore replied on August. 26th that 
he saw no necessity to take any further action. This is a gloss on 
the first paragraph of your letter end the reply. 

If you feel that we ought to discuss this further I should be 
happy to come to any meeting you like to arrange. Ll am copying 
this letter to Ogilvy-Webb. 


Yours sincerely, 


Se H, Levine 
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— 16th September (CRE 5052/50) about the 


Draft. letter effect of the strategic embargo on 
contracts for China. 
You have, I believe, received a 

Mr. S. H. Levine, 

Board of Trade. copy of Mitchell's letter to Addis of 
the 26th August on this subject. I 
gather from your letter that you agree 
from Mr. Johnston with Mitchell and are quite prepared 
to let matters stand as they are, 


I also agree, and I enclose a copy 


of my reply to Mitchell's letter. 
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(14487) 2/52 DLL. 


(PC 1105/356) PORBIGN OFFICE, 8. W.1- 
BNTI A 2n4 October, 1952. 


Will you please refer to your letter of the 
16th September (CRE 5052/50) about the effect of the 
strategic embarre>c on e ntracts for China, 


2. You have, I believe, received a copy of Mitehell's 
letter to Adiis of the 26th August on this sub te 

I gather from your letter that you agree with Mitchell 
and are quite prepared tc let matters stand as they are. 


3% I alsc agree, and I enclose a copy of my reply tc 
Mitehell’s letter. 


ibe I am sending a copy of thie letter to Ogilvy - Webd. 


(C.he Johnston) 


(12733) 7/51 D.L. 
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Many thanks for your letter to Addis 
of the 26th August about "force majeure" 
certificates. 

I am glad to hear that there have as 
yet been no serious threats from the 
Chinese in connexion with uncompleted 


contracts. We have discussed this problem 


Quad 
With the Board of Trade who agree that a 


general dissemination of the fact that 


"force majeure" certificates might be avail- 


Able might lead to difficulties. ft-siee—— 


the matterstands| (Arex | 


+ 9G ana! 


(FC 1105/329) FOREIGN OFFICE,S.W.1. 
GONFIDENTIAL 2nd October, 1952. 


Many thanks for your letter to Addis of the 
26th Aurust about "force majeure” certificates. 


I am glad to hear that there have as yet been no 
serious threats from the Chinese in connexion with 


uncompleted contracts. Ye have discussed this 
problem with the Board of Trade and agree that a 
general dissemination of the fact that “force majeure" 
certificates might be available might lead to 


difficulties. 


(C.H. Johneton) 


GA, Mitchell, Beq., O.Bek., 
Broad Street House, 
5a, aid Weta 
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L..st sentence of varagravh 5 should te corrected; 
tcS weve to have met a Vice [finister, shanghai 


cnoresentutive of the Peking iinistry ef ‘rade, 


Sestenver 12th meeting has been postponed, 

viend indicatcs that ihe Chinese have been 
uancn aback by the britisn insistence that the 
of 1irys must Le cctpled with ciscussions qn the 

oun, ii¢ Says that postponement 1s necessary because 

further incetings will be required on the Chinese siie which 
Will take in the local buresu of Industry end Connerce and 
the 'oveign Affairs Bureau; further roselapbiatl to Peking alse 
thud be required, The british delegates consider that the 
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Addressed to Fereign Office telegram Ne, 739 of. 20th 
Septeaber, 


RNepested for information Saving to: Shanghai and Hong Kong 


Shanghai telegram Ne. 182 saving te me: British business 


in China. Feivos /35? | 


This development seems te confirm interest on the part ef 
the Chinese Gevernment. 


Ze The reaction indicated by the Chinese centact alse seems 

te strencthen the opinion thet as a matter beth ef principle 

and of expediency the satisfactory closure of firms must be 
insisted upen as a prelude to the formation ef the Trede Creup. 
This could be useful bergaining counter if the Chinese Gevernment 
should be genuinely interested in such a greup. 


3. The repert mentioned in paragraph 1 ef Shanghai telegram 
Ne, 180 saving te me was presumably recerd ef preceedings queted 
in parepraph 1 ef my telegram Ne. 717, in which case you will be 
receiving the full text under cever af my semi-efficial despateh 
Ne. 579 of 14th September, 


DISTRIBUTED TO: ; 
China ané@ Korea Department. ~ Ig 
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No.S/O 534(2250/211/52). 
UNC LASS IFIED 


To the China and Korea Department, 
Foreign Office. 


ay 


With the Compliments of 


H.M, Embassy at Peking. 


Copied to: 
Hong Kong No. S/O 534. 


20th August, 1952. 
Peking. 


H.O; Peking; L.H.L. & 


HongKong & Shanghai Banking Corporation, ps 
Tientsin. 


? 


7th August, 1952. 


S/O No.919. 
My dear Yoxall, 


STAFF SEVERANCE 


I attach draft of a proposed letter addressed to the 
Tientsin Military Control Commission, The signatories will 
probably be Jardines, I.C.1I.,Chartered Bank, Tientsin An lee 
and ourselves. A copy of this letter is to be sent to Mr. 
Chang Han Fu for his information, and possible another copy 
to the Foreign Affairs Bureau, Tientsin. 


I understand that similar action is already under 
cohsideration in your port. 


Yours very truly, 


(Intld) R. 


(P.G. Rynd) 


W.T. Yoxall, Esq., 
SHANGHAI, 


Encl, 


DRAFT 


Tientsin Military Control Commission, 
TIENTSIN 


Dear Sirs, 


Res SE E PAY-OFF TO BE P BY 
BRITISH COMPANIES CLOSING BUSINESS. 


| The closing down of British companies in China has been the subject 
of an exchange of notes between the British Charge d'Affaires in Peking and the 
Central People's Government of China. 


In a statement made by Mr. Chang Han Fu, Vice Minister of Foreign 
Affairs of the Central People's Government and published in the Tientsin Daily 
News of July 19th, 1952, it is stated under Clause 33 


"If they choose to close their business, no matter in what way 
they propose to do so, they may apply to the local People's 
Governments and the cases will be handled by the local autho- 
rities concerned on the merits of the circumstances and accor- 
ding to law. During the process of liquidation, if any questions 
should arise in the pay-off of their staff, in the application 
for exit permits, in the disposal of property, etc., reasonable 
and lawful settlements will be made speedily on the merits of the 
actual circumstances." 


| The undersigned British Companies, who intend to close their business, 
respectfully solicit your advice and assistance in connection with the termi- 
nation of the services of their Chinese employees. 


The Provisional Regulations Governing Labour/Capital Relations issued 
by your esteemed Commission on 18th January 1950, stated in Articles 6 and 73 


Art .6 


The Capital, due to requirements of production of work, may have the right 
to employ or discharge workers and employees. In discharging workers or emplo- 
yees the Capital shall follow the provisions of the collective contract or 
agreement and, in the absence of a collective contract or agreement, shall give 
a 10 days' notice to the labourer and shall pay a discharge allowance of an 
appropriate amount to the labourer, But this clause does not apply to such 
workers as are discharged because they have violated the rules of the factory 
or shop. 


Arte/. 


The amount of discharge allowance to be paid by the Capital of a compara- 
tively large factory or firm at the time of discharge of the Labour shall be 
decided by the production and business conditions of the factory or firm and the 
length of service of the employee or worker in question. For a worker who has 
worked over half a year but legs/l0 years the minimum amount of discharge allo- 
wance shall not be less than half a month's actual wage and the maximum amount 
shall be no more than 3 months' actual wage. If the worker or employee has 
worked for over 10 years the amount of discharge allowance may be increased appro 
priately. Where the allowance according to the old rules of an enterprise exceeds 
this standard the old rules shall still be followed. This clause does not apply 
to the discharge of seasonal workers, daily workers of a temporary nature, workers 
who accept jobs collectively, workers of small shops of small work-shops; the 
discharge of these workers shall follow the established practices. When the en- 
terprise is transferred and the employees continue to be hired by the new owner, 
this shall not be considered as a case of discharge. 


The various British Companies are confronted with a problem, inasmuch as 


/ their 


» 2 « 


their various Basic labour Unions have made different demands in practically 
every case, none of which, in our view, are in accordance with the above- 
mentioned regulations, 


The British Companies concerned feel that, to be fair to all con- 
cerned, a ruling made by the Military Control Commission in respect of how the 
Pay-off should be dealt with, would be of great assistance to both Labour 
and Capital. 


Such a ruling would ensure that all employees would be paid off on 
a uniform and fair basis and would obviate any question of the employees of 
one or more companies feeling that they had not received fair treatment or 
that the terms on which they were paid off compared unfavourably with those 
given by other companies. 


We trust you will give this matter your consideration and shall be 
pleased to have your views on the matter in due course, 
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Telegraphic Address: Advantage, Parl, London. 


Board of Trade LAL 


Commercial Relations and Exports Ub tk 
Be oe cramp 


London, S.W.1 6 


HORSEGUARDS A 


Our Ref. CRE aa Mabe. |. Your Ref. a) ee 


Dear lire JONWnston, rc 

You wrote to.i.12- Levine on the wee ok enclosing 
copies of a levter from Helie Consul-General, Tientsin, to 
Pexing, and e letter of the 30th June and enclosures fron 
Fexcliy, to the Forei,;n Office, about some outstandin,: 
contracts Of Jarulne gn ineerings, Corporation Liiited. I 
referred the question of the Cara Clotniny for the textile 
industry to the lilnistry of Supply, and I thins 1 can do 
no better than to send you a copy of their reply. 


Regardin, the other outstanains contract mentioned, 
nowuely, the boiler pxrts, I uiscussed this Witniire Lloyd 
in your absence on the /th August. 

Yours sincerely, 
line hue biOGal ns (dutisw J 
Ce. He. JOhnston, Esq, 


Forcipi: Office, 
Sele i 


MINISUXY Ul SUPPLY, 


Engineering Industries Division, 


Shell liex House, 
| Stranct, 
Me 1eDo145355/E- Uf 8) LUNDON, wWeC.2. 


Your refs C.R Ee 2724/52. 2nd September, 1952. 


Dear Miss Mocatta, 


In the absence of lire Bagel (who took over from ire Rumble, in E.4{ a) 
towards the end of last year), I aw replying to your letter of 6th Aagust, 
about deliveries of Card Clothing to China. 


We have uow had the opportunity of discussing Jardine's complaint about 
the non-fulfillment of orders, with Sir alfred liowat, Bart.e, Chairman of the 
English Card Clothins Co., aid he has himself ,one fully into the matter with 
Jarcdine's London asents, hessrse liatheson & Co- in'fact, he had been in 
touch with Matnesons on several occasions already about these orders. 


Sir Alfred has confirmed that the figures, shown on the lists, forwarded 
With your letter, as the amounts originally ordered, are correct, but there is 
some discrepancy in the figures given for the anounts still outstanding. Lhis 
is undoubtedly explained by the fact thet a fairly substantial quantity was 
despatched early in June, and Jardine's would probably not have received advice 
of this when they wrote to the Charge d'affaires in Peking. It has been 
ascertained from Matheson's that Jardine's letter - our copy of which was 
undated - was written in Junee” We understand that the position now is as 
| " follows: - 


Vcontract jlo. O17/R (liatheson's Order Noe TMA 12943; E.C.C. Coe's Order No. | 
C. 3706) 
Vutstanding to date — 50 Sets of Yop Fillets 


(Delivery made in June - 15 Cylinder Fillets) 
15 Doffer . 
15 Sets Top " 


Contract No.Q18/R (Matheson's Order Now Dia 1295: BeC.C.e Co's Order NoeC. 3707) 


Outstanding to date - 25 Cylinder Fillets 
25 Doffer . 
25 Sets Top " 
(Delivery made in June - 15 Cylinder Fillets) 
| 15 Doffer . 
15 Sets Top " 


co ~— 


Contract Yo-0 20/8 (Mathe son' s Order Noe TMA 12973 EeCeCe Co's Order NoeC. 3709) 
Outstanding to date - 30 Sets of Top Fillet 


7 Doffer ® 


(Delivery made in June - 7 Cylinder ie as 
7 Sets Top " 


J 
There seems to be some misunderstanding on Jardine's part about the 
outstanding itemse It appears that Matheson's have been trying for some 


weeks, to obtain definite confirmation that they are still required, but this 
has not yet been received. Sir Alfred has told us that, as soon as Matheson's 


Liiss lie Me Mocatta, /give 
Board of Trade, 
CoReKe Department, 
Horse Guards: Avenue, SeWele 


give him instructions to proceed, he will commence inanufact ure 

and enacavour to complete the orders as soon as possible. He has 
given hiatheson's an assurance to this effect. He would hope to be 
able to complete within three months, but he was not prepared. to 

comait himself on this, in case unforeseen circumstances caused 

delays. i should be.grateful therefore if you would reyvard this as for 
your awn information only. 


I thinx you will ayree that there is really nothing more we can 
do, at least for the present, and we can be satisfied that both the 
English Card Clothing Co. and Matheson's are fully conscious of the 
urgency and delicacy of the situation, and are ready and willing to 
co-operate with Jardine's. 


in answer to your questions as to the licensing of Card Clothing 
to China, Export Licences are of course required, but these are granted 
freely by EeLeBe and there is ganerally no need for applications to be 
referred tO uSe 


Yours sincerely, 


Re Je GLH, 
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Draft.letter. 


Chancery 


TS 


From:=- China * 


Korea Dept. 


s f eon 
CONFIDENTIAL () SME ae oe _E 


Dear Chancery, 

Please refer to our letter FC1105/277 of the 
41st of July about outstanding -contracts of 
Jardines in Tientsin,. 

We understand that the Ministry of Suponly, 
the English Card Clothing Company, and Ma the sonsy 
have sone fully into ‘the @ard @lothing contracts, 
and the position, taking into account a substantial 
quantity despatched in June, apvears to be as 

file 45. leltes 
follows:- / Here insert from A t B/attached_/ 

It seems that Mathesons have been trying to 
obtain definite confirm.tion from Jardines tnat 
these outstanding items are still required.» *#®& 


a 
sce Tie wii fan Card Clothing Company ane 


TTS LOC ee— ey Dave undertaken 
to complete the contracts as soon as possible/ funy 


to proeand , 


Both the English Card Clothing Company,and,of 
course Mathesons are fully aware of the urgency 
and delicacy of the situation,and will do all 
they can to help. 


Yours ever, 


a 


a “ 
(PC 1105/360) POREIGN OFFICE, 8.W.1. 


CONFIDENTIAL 15th October, 1952. 


Dear Chancery, 


Please refer to our letter FC 1105/277 of the 3ist July 
about outstanding contracts of Jardines in Tientsin,. 


2. We understand that the Ministry of Supply, the English 
Card Clothing Company, and Mathesons have g one fully into the 
ge ete contracts, and the position, taking into account 


a . menban quantity 4 espatched in June, appears to be as 
By rg 


Contract No. 017/R (Matheson’s Order No, TMA 1294: £E.C.C. Co.'s 
Order No. C. 3706) 


Outstanding to date —- 50 Sets of Top Fillets 


15 Doffer 
15 Sets Top s 


Contract No.018/R (Matheson's Order No. TMA 1295: £E.C.C. Co's 
Order No. C. 3707) 


Outstanding to date - 25 Cylinder Fillets 
25 Doffer 
25 Sets Top a 


(Delivery made in Jume ~ 15 Cylinder ean 


15 Dofrfer 
15 Sets Top w 


Contract No. O20/R (Matheson's Order No, TMA 1297: £E.C.C. Co's 
Order No, C. 3709) 


(Delivery made in June ~- 15 Cylinder ada 


Outstanding to date - 340 Sets of Top Pillet 


(Delivery made in June «- 7 Cylinder Fillets 
7 Doffer 
7 Seta Top ”" 


36 It seems that Mathesons have been trying to obtain definite 
confirmation from Jardines that these outstanding items are still 
required, The English Card Clothing Company have undertaken 

to complete the contracts as soon as possible after they are given 


a to proceed, Both the English Card Clothing Company 
of course, Mathesons are fully aware of the urgency and 


Seitesty of the situation,and will do all they can to help, 
Yours ever, 


CHINA AND KOREA DEPARTMENT. 


The Chancery, 
British Embassy, 
Peking. 
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M . Bums tead 
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CONFIDENTIAL if ¢ Hos Ise) | 
Addressed to Peking telegram No 


September 
Repeated for information te Foreign Office and = Keng. 


Your telegram No, 717 te Foreign Offiee. 
C llos 35.) 
I have passed the gist ef this te the five Shanghai managers 


concerned; they have ne wery definite suggestions to offer 
largely because they know they cannot be Rept immediately 
informed of develepments in Tientsin. 


26 Their main comments are: 


(a) they were not really optimistic befere and are certainly 
not Optimistic new 


(») some time an effort should be made to peint eut that 
whereas the Chinese demands are admitted to be exeessive the 
terms offered by the firms have net been deliberately reduced; 
they are more than suggested in Gevernment regulations and are 
intended to be a fair and final basis for settlement 


(c) at present it appears €ifficult either for the firms or 
Her Majesty's Government to make further represetitations. 


3. The reason for peint (¢) is that Jar@ine Matheson and 
Company's manager in Tientsin at the meeting with Fereign Affairs 
Department expressed "readiness to make an effert te settle the 
problem through negetiation with Labeur Union". Viewed from 
here it appears he has committed his firm and by implication the 
ether four to endure a further spell ef negetiation befere renewed 
general representations ean be contemplated, : 


Foreign Office please pass Heng Keng as ny telegram No, 86, 


g@ SEP / 
[Cepy to CeO, for repetition te Hong Keng] ” Hl xe 
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LIDDELL Bros. & Co. LTp 
5 ° 
~~ iIRECTORS: (I{NCORPORATED IN HONG KONG) TELEGRAPHIC ADDRESS 
J. H. LIDDELL, c.s.e., HON - ‘a 
MANAGING DIRECTOR GKONG, SHANGHAI, TIENTSIN, HANKOW. LIDDELL 
HARBIN, TOKYO CODES: 
So ACME, BENTLEY'S 2NO 
14-16 PEDDER STREET TANNERS’ COUNCIL 
P. O. Box 1427 ns 
BUENTING’S j “ 
HONG KONG COTTON CODE 
‘ ZEBRA 
12th September, 1952 = 


C. H. Johnston, Esq. =a a 
Foreign Office 


London, S.W.1l i @ [10 5/362 


Dear Sir, 


At the request of the Secretary of the China 
Association, and with reference to your letter to him 
dated 7th of May, I beg to send you the following 
information with regard to the possible closure of our 
firm fin China. 


(1) Current remittances to China for the purpose of 
mainting existing offices do not at present amount 
to more than £1,000/£2,000 monthly. Three of our 
establishments are paying their way. 


(2) We have no outstanding law suits. 


(3) We estimate the probable cost of closure will be 
£100,000. Our firm has considerable stocks of 
raw materials in China, and we are hoping that these 
will in very large measure meet the cost of closure, 
so that there will not be any serious drain on 


Sterling. 
ours faithfully, 
“H.Liddell 
JHL: ELW 


cc:G.E.Mitchell ,Esq, 
54 Yid-Broad Street 
London, E.C.2 


PLEASE ADDRESS ALL LETTERS TO: 
P. O. Box 1427 
HONG KONG 
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BRITISH CONSULATE GEITERAL. 
No. 236(4348/3A430/12). 203, North Liberation Street, 
Tientsin (10). 


15th Ausust, 1952, 


; iy O we +] 


sith reference to my letter al od dees Sth August, 195¢, 
I enclose herewith a copy of correspondence from ifar hall of the 
International Export Co. (Tientsin) to his London principals and 
to the local Labour Bureau on the subject of continued payments 
by Hogee to seasonal workers, and also regarding the lease of sale 
of the company's plant, or its disposal in some other way. Hogee's 
affairs are reaching a critical stage, and the enclosed corres- 
pondence, at times amusing in its einen ee of the facts, reveals 
the acquisitive, or to describe it more exactly, the predatory 
attitude or the Chinese authorities and the State corporation, 
the China National Animal By-Products Corporation, 


Ce The sist of Marshall's argeuments and statements about 
seasonal workers is that they were emp loyed in 1901 by 

Products Corporation, not oy ot, that relevant resulations made 
no differentiation between seasonal workers and casual or temporary 
workers, and that accordingly they are not entitled to subsidies 

and payments when not working and pendins re-employment, and tnat 
Hogee in any case Will not be paciking in its own name any more. 

The Labour Bureau has ordered Hogee to continue subsidies to its 
seasonal workers as the company has not yet applied to close. AS 
regards Hogee's property at Tientsin, the London office has 
authorised a lease to the By-Products Corporation of all lands, 
buildings, machinery and productional equipient at a nominal rental 
of 1 p.d.eue. per month for 10 years, in return for the Corporation's 
assumption of all past present and future liabilities of the company. 
she Corporation, however, has now refused to discuss a lease, and 

is pressing Marshall more and more urgently for a settlement on the 
lines of the local Yee Tsoong Tobacco Co. Ltd., viz a give-away in 
return for assumption of liabilities, Marshall believes that the 
Chinese tactics are to force him into bankruptcy, which cannot be 
long avoided unless he receives financial help from London or 
Shanghai, and then to confiscate the company. 


Be In the enclosed correspondence, "Corporation" and "GNABPCO" menns 
China National Animal By-Products Corporation, and “bat" means the 
hand-over of the Yee Tsoong Tobacco Co. property to the Chinese 
authorities for (as Marshall says) nothing. 


Yours ever 


(Scd) EW. Jeffery. 
H. Me Consul-General. 


C.T.Crowe, ESd., 
British Embassy, 
PEKING, 


16th July 1952. 


Labour Bureau, 
Tientsin. 


Dear Sirs, 


We refer to our Meeting on 2nd instant when it was arranged we 
should give you a definite answer on 16th of this month regarding the 
disposal of our seasonal workers. 


On 10th instant we had a short Meeting with you in which we pointed 
out that since the 2nd inst. we have had authority from our London Office to 
sell or nominally rent our plant to the Authorities and this authority in 
fact authorises the disposal of all our plants in China. For this purpose 
our Shanghai manger had applied to the Shanghai Authorities for permission 
to proceed to Peking to commence negotiations. These negotiations are likely 
to be carried out as a result of an agreement on a similar line of action 
which has been arrived at by all British firms in China as officially mentioned 
to the Chinese Authorities in Peking by Ir. Lamb, the British Charge d'Affairs. 
You will understand therefore that it is most important the result of the pro- 
posed negotiations should be awaited before any further conclusion is reached 
regarding the disposal of the seasonal workers. Should our Shanghai manager 
not be able to obtain a permit to go to Peking we proposed to commence nego- 
tiations with the Authorities here regarding the disposal of this Plant. MWe 
also pointed out that in the meantime Messrs. Jardines, An lee and Mckenzie 
have been informed by the representatives of their temporary labourers that 
the labourers have no further claims on them but in the meantime they wish 
to use a godown for the purpose of receiving education from the Government 
with the idea of transferring to another trade, 


Under these circumstances we now advise you that we wish to sever 
relations with our seasonal workers and in accordance with the example of 
Jardines etc. make them no payment of any description for severance or 
maintenance or anything else and in line with other companies we are prepared 
to make available to them godown space for the purpose of their receiving edu- 
cation from the Government. Our reason for these are as follows:- 


(1) These workers were employed as a result of a contract signed with the 
CNABFCO. This contract was not on the same basis as other factories 
who work on Government contracts, in fact we were supposed to be res- 
ponsible for quality of the product packed and for maintenance and 
running of the plant but all items of stores and materials consumed in 
packing operations were to be paid for by the CNABRZO. All workers 
were employed to work for CNABFCO and during the period of work the 
CNABFCO paid their wages. In our opinion therefore we should be under 
no obligations whatever to the workers. 


During and since the period of their employment, unemployment relief 
has been paid regularly and therefore we consider that the workers are 
entitled to some sort of unemployment relief. 


Up to date this year the workers received more cash from this Company 

for not working, than they received during the whole of last year when 

a Spring Pack was achieved and they worked. During the anti-campaign 

we paid them a subsidy consisting of 60% of their wages ( and we now find 
out that approximately 100 of these workers are in jobs and therefore 
should not have drawn the subsidy at all ) and since then end of the anti- 
campaign we have paid the workers $100 millions to help them out. The 
word subsidy in our agreement with the workers which covered the payment 
made during the anti-campaign infers that this factory will be reopening, 
as we have informed you that Hogee will not be packing in its own name 
any more, no further subsidy should be paid because the date for packing 
to commence is indefinite. There are no regulations in force which state 
that seasonal workers should be paid severance or other payment when 
their work terminates. 


When last Autumn it was established there would be no Autumn Season the 
Company paid the seasonal workers 20 days pay, 20 days pay was also 
vaid 


an ee 


paid by CNABFCO at that time. We consider this is a very good reason for 
our suggesting that the CNABFCO should now pay the workers some relief 
as so far this year the CNABFCO paid the workers nothing. 


During the conversation on l0th inst. at the Lebour Bureau it was pointed 
out by the Lebour Bureau that our seasonal workers are in a different 
category to Messrs. Jardines, An Lee and Mackenzie. We do not agregwith 
this because casual workers, seasonal workers and employees on trial are 
grouped together in Articles 45, 46, 47 & 48 of the labour Insurance Lew 
and Article 6 of the Labour-Capital Relations Regulations. 


I.B. Co. (Tf) Tea. 


CTM: RY 
6th August 1952, 


No.133. 


B.F.C,. Lamb, Esq., 
"D" Department, 
14 West Smithfield, 
London, E.C.1. 


Dear If. Lamb, 


Further to our letter dated 28th July regarding the disposal of the 
Plant when we informed you the Corporation requested us to let them have our 
detailed terms regarding a lease. A copy of the letter of 2nd August we wrote 
to the Corporation is enclosed herewith and you will note this is almost word 
for word similar to our original letter dated April 16th. This was done deli- 
berately as with so many actual and potential claims on our hands we wish to 
avoid if possible giving any details as we feel if too many (or too few) details 
are given or there are any ommissions this will be seized on by the Corpora- 
tion as being our responsibility and therefore negotiations will drag out in- 
terminably. 


We were called to the Corporation's office yesterday to discuss the 
letter mentioned above and the discussion hinged round 3 main points: (A) 
Enemy property, (B) the Processing, Deposit and Central Trust Ylaims and (C) 
labour. The former was disposed of very quickly as it is a local matter and 
has been fully reported to the Corporation previously. I stated that all pro- 
perty c.nsidered by the staff to be enemy property is stored altogether in one 
place, there is no proof whether those stores are or are not enemy property, 
that if the staff knew that it was enemy property it should have been declared 
as such to the KM? Alien Property Administration and I knew for a fact there 
is one item amongst the stores which is my personal property - an outboard 
engine. 


In connection with claims the Corporation stated flatly that the 
Shanghai Central Trust Claim is nothing to do with Tientsin or themselves, 
and could not be discussed in the present negotiations. We arednclined to 
the opinion this claim should not be included. If we insist on its inclusion 
the Shanghai Plant might easily become involved in anything we become involved 
in ourselves. Regarding the Processing and Deposit claims the Corporation 
wished us to make it quite clear that our idea was to have these withdrawn 
owing to the fact we were offering a nominal rent for the property, I stated 
the withdrawal of claims was not directly connected in our minds with the 
nominal rent, that if they wished to put one against the other it was up to 
‘them, that my instructions from London were simply to make an offer for the 
lease of the Plant in accordance with our letters and London's idea obviously 
was to put up what London considered to be a very attractive proposition from 
the Corporation's point of view, I requested the Corporation to note that we 
had included in the terms of the suggested lease the words "all liabilities". 


In connection with Labour an involved and inconclusive discussion 
took place in which the Corporation stated that they may not require all our 
present labour and therefore if and when the lease is agreed they would like 
Hogee to be responsible for paying off or severing relations with the unwanted 
labour but that they would meet any agreed payment, Our understanding is that 
everythink is supposed to be fixed with the consent of the Corporation prior 
to the signing of the lease, and included therein, I stated London's propo- 
sition was made with the idea of terminating their responsibility as far as 
the Plant is concerned and that if Hogee was to be responsible for pmying off 
labour even at the Corporation's expense negotiations may go on for months, 
London wanted me to return home as they have other work for me to do. The 
Corporation stated Hogee in the past had always handled the labour and thare- 
fore they should continue to do so, I stated that as the Corporation agreed 
to pay there was no point in Hogee becoming involved but the Corporation 
repeated that Hogee had always dealt with the labour. We are rather at a loss 
to fathom what is behind all this and possibly it will be elucidated in due course, 


/ The 


» 2 « 


The conversation then became general, and the Corporation said in 
their private opinion they thought the matter could be satisfactorily con- 
cluded much quicker if we were to negotiate on the basis of a bat. I then 
stated that until the Corporation inform us officially they are not inte- 
rested in a lease we felt sure London would not consider anything else, the 
Corporation then amended their remarks and said it is the official opinion 
that everything will be concluded much quicker and more satisfactorily if we 
agreed to a bat but at the same time they could not assure us they were not 
interested in a lease. 


The meeting terminated with the Corporation's stating they will 
consult their superiors and we were requested to consider the matter of 
negotiation on the basis of a bat. 


The above tends to strengthen the views recently expressed to you, 


Yours faithfully, 


' (Enclosure of No.133). TRANS LAT LON 


y 


2nd August,1952. 


CNABFCO, 
Tientsin. 


Dear Sirs, 


On 26th July we were called by you to attend a conference to discuss 
with you the future arrangement of this Company and you instructed us to submit 


in writing our concrete suggestions and terms in this regard which we set out 
as follows: 


(1) Our Head Office in London have decided we are not to operate on our own 


account nor are we going to operate on thgbasis of 1950/51 Processing 
Contracts. 


(2) Our Head Office has authorized the Tientsin IECO to offer a lease to you 
of all our land, buildings, machinery and productional equipment at a 
nominal rental of 1 pdu. per month, 


(3) Period of Lease - 10 years. 


(4) You would assume full responsibility for all past, present and future 
liabilities of this Company. 


(5) As from the date of signing the lease you will take over all the Chinese 
staff both permanant and seasonal and be fully responsible for settlement 
of all unsettled labour disputes past, present and future. 


(6) You would agree to withdraw all claims you put in the Court against us 
and our Associated Companies in China, 


Our London Office would be willing to accept your assignation for them 
to act as your selling agent of Frozen Egg, Dried Egg and any other food 
products in markets in U.K. and the Continent and would act as your 
buying agents in U.K. and Europe for any purchases you may wish to make 
provided circumstances permit - Details to be discussed and agreed sepa- 
rately. 


During the period of the lease you would undertake to do all necessary 
repairs to the buildings, machinery and equipment and to be responsible 
for all Lend and Building Tax and Sanitary Fee etc. 


IECO (T) LID. 


CTMs RY 
7th August, 1952. 
No.134. 


B.F.C. Lamb, Esq., 
"D" Department, 

14 West Smithfield, 
London E,C.1, 


Dear ifr. Lamb, 
LABOUR 


We enclose herewith copy of notes made on a meeting 
held at the Labour Bureau on the lst August 1952 which is self- 
explanatory and which information was passed to you in onr tele- 
gram No. 55 etc. We also enclose a copy of the protest we will 
be sending to the Labour Bureau as soon as the subsidy, in accor- 
dance with the order, is arranged. On the basis of this being a sub- 
sidy from June 10th (the day after the termination of the Anti- 
Campaign) until July 3lst, the workers are claiming same is to cover 
the balance of the theoratical 1952 Spring Season and therefore they 
should be paid 3 days per month (or part thereof) which payment was 
made in 1950 and 1951 to cover the off-season, plus 7 days bonus 
for the good work they never did. We have not been ordered to pay 
any such additional 3 days or bonus but at the same time if we can 
get the workers to agree to accept a total of 3 days pay in full and 
final settlement of the period, August lst to September 30th, - the 
theoretical Autumn Season is supposed to start on October lst - it 
will save us money in the long run, 


Regarding the outstanding ¥170 million owed to Messrs, 
Butterfield as balance of the loan made to us in May, the notes and 
the protest are self-explanatory. We referred the matter to the 
People's Court on the lst inst. and now await to be called to the 
Court for a hearing, 


Yours faithfully, 


Ee wm 
Letter sent in Chinese. 


5th August,1952. 


The labour Bureau, 
Tientsin, 


Dear Sirs, 


leabour/Capital Relations. 


At a meeting with you on lst August we, the IECO, were 
ordered by you in the name of the Chinese Government to negotiate 
with the seasonal workers for a subsidy for the period from June 
10th to July 3lst 1952 on the basis of a minimum of 50% wages. We 
will act in accordance with the order, but we wish to advise you 
that any payment made will be done under protest for the reasons 
stated in our letter to you dated July 16th also for the reason that 
any payment made will hasten the day when this Company will be 
unable to meet its liabilities, 


We were also ordered in the name of the Government not to 
pay old debts out of our present cash. This refers to a loan of 
¥170 millions from B & S for the purpose of paying subsidy to 
seasonal workers during the Anti-Campaign. We wish to ifiform you 
that this matter has already been referred to the People's Court, 


Teco (T) LID. 


NOTES ON A MEETING HELD AT LABOUR BUREAU IN THE AFTERNOON OF THE lst AUGUST 1952 


PRESENT: Mr. Chow (Lebour Bureau) Messrs. Koo, Yuan & Marshall (Hogee). 


lir, Chow opened the meeting by stating there are two points to speak 
about:- 


(1) Hogee have applied to the labour Bureau regarding a payment toBé&S 
of their outstanding debt to them of ¥170 million dollars and up to date 
the Labour Bureau have not given Hogee a negative or positive reply. 
Because Hogee have tried to sever relations with the workers, today the 
Labour Bureau states officially on behalf of the YVovernment the Management 
should not spend their cash on hand to settle old debts. 


Subsidy. Because Hogee have informed the Labour Bureau the spring season 
usually ends approximately the 3lst July and in the meantime Hogee have 
not started to pack or applied for cessation of operations, therefore, 
the Lebour Bureau in the name of the Government officially orders Hogee 
to negotiate with the seasonal workers for a subsidy from lOth June (the 
day after the termination of the Anti-Campaign) to 3lst July on a mini- 
mum basis of 50% wages and when this matter is arranged to report fully 
to the Labour Bureau. 


I asked ltr. Yuan to confirm the Labour Bureau had used the word 
"order" and also told him to inform the Lebour Bureau the question of the 
payment to B &S§S is already in Court. Mr. Yuan started to talk and labour 
Bureau said to him "You are only an interpreter and the meeting is closed. 
If you have any question on the matter you can ask me unofficially afterwards, 
we do not want to hear what Mr, Marshall has to say." 


The tone of the meeting was that it was an announcement of an order 
and I was not supposed to argue and in fact could not because at the end of 
the meeting the Labour Bureau walked out. 


We had a short conference and Messrs. Koo and Yuan saw the Labour 
Bureau unofficially immediately afterwards. Points raised were what about 
August and September, what abcut the #100 million dollars already paid and 
what about getting the order in writing also if this is an order why are we 
suppose to negotiate further with the workers. The reply was I am represen- 
ting the Government to announce an order, I can only explain to you the con- 
tents of the order, there is nothing in it regarding August and September or 
the 160 million dollars already paid, the Government has fixed a minimum on 
which you are to negotiate, may be you want to give them 60%. Koo and Yuan 
asked for a written order and the Labour Bureau said "I am announcing an offi- 
cial Government Order at 4 o'clock p.m. on lst of August 1952", and walked 
out. 


CTMs RY ; 7th August 1952. 


Noe 135 


B, F. Ge Lamb, Wsde 
"D" Department, 
14 West Smithfield, 
London, WeGele 


Dear Mr. Lamb, 


_It can now be said that the Corporation have come into the open and 
have made a statement which is definite enough to leave no doubt in my 
mind as to exactly what their ideas are. 


We were called to another meeting at the Corporation Office on 6th 
inst. and I opened the proceedings by asking if they were able to give 
us a reply to our suggested lease. Their immediate answer was that they 
are not interested in a lease at present and they would prefer to discuss the 
question from the standpoint of a bate I asked what was the significance 
of the words "at present" and was told they simply mean the Corporation 
do not wish to discuss a lease but a bate I stated that I was not au- 
thorised to discuss anything other than the sugeestion of a lease which 
we had submitted in writing and all I could do was to inform you they are 
not interested. The Corporation repeated their remarks of 5th inst. which 
were conveyed to you in our letter No. 133 that proceedings would progress 
mice quicker and more smoothly if a bat is Ciscussed. I said I could not 
very Well refuse to listen to what they had to say but from how onwards, 
as far as I am concerned, the meeting is informal and unofficial. All 
points which had already been mentioned yesterday were against repeated, 
a bat would very probably enable all aueries to be settled quickly which 
was in everybody's interest and, if agreed to, would show London's kindness 
and Wish to assist, and what was my private opinion. I said nobody in their 
right mind would willingly cive away a plant worth say #2 millions and 
London would very probably prefer to have the plant confiscated for being 
unable to meet its liabilities rather than give it away as in that case, 
as failure to meet our liabilities is no fault of ours, we would consider 
we still had a legal claim on the Plante I have no idea what will happen 
when we cannot meet our liabilities, will the authorities confiscate the 
Plant or will they put me in prison or what. The only reply to this was 
they hoped something satisfactory such as a bat could be arranged before 
any such situation arises. 


A long argument then followed regarding the price of further remnera- 
tion which we are forced to sell, the Corporation stating they had paid us 
¥200 per ton in order to assist and they could not go on helping us inde- 
finitely and therefore suggested any further purchases of our remuneration 
should be at ¥190. I reminded them of the words "mtual benefit" which they 
themselves had inserted in the preamble to both 1950 and 1951 contracts 
and stated these contracts had brought us to the position we are now in - 
laughter from the Corporation. I also stated that as sale of remuneration 
is largely for the purpose of paying wages and the Corporation's suggestion 
of reduction of Z10 per ton directly affects the workers in that it hastens 
the day when we will not be able to pay wages, our Union should be informed. 
The Corporation said they would consider the matter but in the meantime would 
I submit in writing my opinion regarding their suggestion of a bate I re- 
minded them this is an informal talk therefore I could not make any written 
comments or suggestions and stated they should first reply in writing to 
our official letter suggesting a lease. | 


The meeting terminated with the request we let them know if there is 
any news and in any case they hope we can have a further talk before the end 
of the week. | 


Any comments I add are pure speculation, I honestly have not the slightest 
idea what will happen when our cash runs out and we cannot pay our way. I 
am absolutely satisfied that if we refuse to pay whilst we have some realisable 
loose assets the consequences to myself might be very unpleasant if not serious. 


/ My 


oi Bee 


My opinion is that the whole affair is a joint effort by all concarned to 
force us quickly as possible into the pesition when we cannot pay and as 

the whole thing is engineered I, as an individual, will not be treated so 
seriously, but the Plant will be 'legally* confiscated and I take it you 
approve of the statement mentioned above which I made to the Corporatione 


I have prepared you for this in past correspondence but when it most 
obviously happens it is a bitter pill to swallow, and leaves me feeling not 
at all pleased with myself for having more or less directly conducted ne= 
gotiations which led to the signing of the first contract in 1950. I am 
afraid the whole position is refIected in a remark made by yourself in a 
letter written some time ago when you said if there is no goodwill the 
business is not worth doing. 


I shall very probably send you a short telegram tomorrow to inform 
you of the latest developmentsand naturally I await with interest your 
comments on the above. I can add that if our Principals do consider the 
Corporation's suggestion of a bat there is a possibility, but by no means 
a probability, of our being able to remit some local currency to Shanghai 
ex sale of omwr remuneration but any decision mst be passed on as quickly 
as possible, they appear to have opened up the Continental Market to some 
extent which may mean they want to do an autum pack besides which there ~ 
is your recent discussion in Berlin. This, of course, may be an incentive 
for us to stick out for a lease but I am still of the opinion we shall be 
'"legally' confiscated for not being able to meet our liabilities before 
a lease can be negotiated. 


From all the above you will gather we are working on the assumption 
we cannot rely on any financial assistance from London or Shanghai. 


Yours faithfully, 
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No. S/O 554(2250/216/52). 


RESTRICTED, 


TO: China & 


Korea Department, 
Foreign Office, 


London, S.\/.1. 


With compliments of Chancery. 


26th August, 1952, 
Pek ing. 
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BRITISH CONSULATE-GENERAL. 
203 North Liberation Street. 
Tientsin (10). 


12th August, 1952. 
No.235 (4344,/3A5/3). 


RESTRICTED. 


Dear Crowe, wi ¢ r vols? 
O 


In my letter No,.1/ f the 23rd May last I 
referred briefly to an action in court brought by the 
China Import Export Corporation, Tientsin branch, 
ageinst Jardine, Matheson & Co.,Ltd.,Tientsin, re short 
delivery of wire rods sold by dardines to the Corpora- 
tion. Judgement has now been given against Jardine, 
Matheson & Co.,Ltd., and Mr. Kidd, manager of Jardines, 
has decided to appeal against it. I enclose a copy of 
Kidd's letter to me, a translation of the court's judge- 
ment, and a copy of Kidd's appeal, which together give 
detailed information on the case. 


I In his facts and reasons supporting his judge- 
ment, the judge has made certain comments on the busi- 
ness documents involved which certainly appear strenge 
and unwarranted, and to which Kidd has expressed strong 
objection. Apart from the judge's obvious bias in favour 
of the Chinese party, I doubt whether he is even slightly 
conversant with the conduct and legal intricacies of fo- 
reign business transactions, 


Yours ever, 


(E.W. Jeffery). 
H.M. Consul-General. 


C.T. Crowe, Esq., 
British Embassy. 
PEKING. 


Copy. 


JARDINE, MATHESON & CO.,LTD., 
(Incorporated in Hongkong) 


CABLE ADDRESS: JARDINES. 
TIENTSIN, August 11th,1952. 


My dear Jeffery, 


CIVIL COURT CASI 
° sOTpo} lon, Tientsir 
v 
line, Matheson & Co, ,Lt¢ ‘ientsin Branch 
Re Sho Delivery of Wire Rods. 


The above case, the first hearing of which was held 
on December 17th,1951, the second on December 24th,1951, and 
the third on June 18th,1952,has now been closed and judgment 
has been given against us, as per translation of the Court's 
judgment dated July 2l1st,1952, attached. 


I have decided to appeal against the judgment and en- 
Glose English copy of my appeal lodged with the Tientsin 
People's Court for transmission to the Supreme Court,Peking. 
The amount of money involved ie as follows:- 


Charges incurred on 108 packages Wire Rods 
overlanded at Tsingtao: 


Customs Fine PTY TTUTLTILITTITiTTii ts | 8,881,109.- 
Storage Cherge ecccccccccccccceeee 7,486 ,766.- 


¥16, 367, 875.< 


Refund of payment on 3,085 Tons Wire 
Rods said to be short delivered: | 


US$319.30 @ ¥32,200 - US$l.- ... ¥10,281,460.- 
¥26 649 , 335.- 


— 


Apart from the money, which in itself is a consider- 
able sum and whioh I consider it is unfair for us to have to 
pay, one or two other important points are involved, If these 
are allowed to create precedents, they can have an important 
effect on Trading and Shipping Companies doing business in China. 


For example} 


(1) The Court has completely ignored the duty of a buyer 
under the terms of a c.i.f. contract and has established 
that he has recourse on the seller whether the buyer has 
carried out his duty or not. 


The judgment states that the 7 day time limit for claims 
embodied in the Bill of Lading is a one-sided regulation 
and has no binding power on the consignee. 


The judgment states that it was impossible for the con- 
signee to obtain survey certificates in time and the 
responsibility for delay is not on the consignee. 


| In view of the above I am drawing your attention to 
this case, 


I an, 


Yours truly, 


B.We Jeffery, Eaquire, (sgd.) Alex Kida | 
TIENTSIN. 


China National Import Export Corp.,Tientsin 
Branch, 

Representative: Ma ‘len Tao, male 33, 

1 North Liberation Road, 


Jardine, Matheson & Co,,Ltd., 
Se REET A. Kidd, male,57, British, 
Race Course Road, 


The above parties, being involved in a case on the 
delivery of short delivered cargo, this court's judgment is as 
follows: 


Judgment: The Defendant should be responsible for 
delivery to the Plaintiff, the 108 coils of Wire Rods, 8,317 
metric tons, now stored in the godowns of the East Asiatic Co., 
Tsingtao; with regard to the difference of 3.085 metric tons, 
the Defendant should refund to the Plaintiff the payment. 


Facts and Reaso The Plaintiff ordered from the 
Defendant on 31st August 1950, 1000 tons Frenoh Wire Rods, of 
which the payment in foreign exchange for 4.02 metric tons 
was refunded and the Defendant should have delivered to the 
Plaintiff 995,98 metric tons ‘Vire Rods. In fact the Plaintiff 
received 491.002 metric tons at Chinwangtao, 150.246 metric tons 
at Tsingtao and 343.33 metric tons at Taku Bar. All the above 
quantities have been duly certified by the various Commodity 
Tasting Bureaus, and the total quantity delivered at the above 3 
places was 904.578 metric tons. There was still a difference of 
11.402 metric tons due to the Plaintiff. It is only reasonable 
for the Defendant to deliver the 108 coils,&8.317 metric tons 
of the same mark, now stored in the Tsingtao East Asiatic Godowns 
to the Plaintiff and to refund the payment for the remaining 
difference of 3.085 metric tons. 


It is clearly written in the Purchase Contract signed 
by both parties that "if any shortage is discovered on arrival 
of the goods the sellers should be responsible for compensation," 
The Defendant contended: “the Plaintiffs are the consignees, and 
as soon as they discovered any shortage they should themselves 
institute investigations or make enquiries with the shipping com- 
pany,” thus trying to shift their own responsibility to the shipse 
ping company, which is not right. According to the contract 
delivery should be made at Taku Bar but the Defendant made delivery 
et 3 places making it impossible for the Plaintiff to obtain the 
certificates in time from the Authorities concerned. The res- 
ponsibility for this delay is not on the Plaintiff. The 
Defendant stress the 7-day limit as provided on the Bill of Lading 
and blamed the Flaintiff for bringing up the claim too late. 
In fact it was impossible to survey the goods and issue the 
report within 7 days; furthermore, the 7-day limit is a one- 
sided regulation and has no binding power on the Plaintiff. 
The Defendant should be responsible for delivery of the shortage 
and as there is no cargo available they should refund the 
payment. They should not disclaim responsibility on any pretext. 
To which effect this judgment is hereby made. 


If there is any objection to this judgment a 
statement of the reasons for appeal in duplicate should be 
presented to the Court within 10 days as from the receipt of 


this judgment, to be forwarded by this Court to the Supreme 
Court. 


Chief Justice ~- Wang Hsiao Yi. 
Judge - Liu Yun Tung. 
Clerk - Tang Shou Kun. 


TIENTSIN. 3lst July,1952. 


~ 


\PPEAL AGAINST CIVIL CASH JUDGMEN? 
TIENTSIN PEOPLE'S COUR’ 
Ref. 1951 Min 2 (3) No. 8376. 


To: The Supreme People's Court, Peking. 
o/o The Tientsin People's Court. 


Appellant: JARDINE, MATHESON & CO.,LTD.,TIENTSIN BRANCH. 


Appe : CHINA NATIONAL IMPORT-EXPORT CORPORATION, TIENTSIN 
BRANCH, 


PURPOSE OF APPEAL. 


To pray that the Judgment (1951 Min 2 (3) No.8376) given 
by the Tientsin People's Court be reversed and the 
Appellee's claims dismissed, 


FACTS 
On August 2nd,1952, we received the written judgment 
Ref.1951 Min 2 (3) No.8376 from the Tientsin People's Court 
on the case China National Import Export Corporation, 
Tientsin Branch v. Jardine, Matheson & Co,.,Ltd.,Tientsin 
Branch, regarding alleged short delivery of cargo. 


After a thorough study of its contents we find that this 


Judgment and the reasons given in support thereof are un- 
acceptable. 


The reasons for this appeal are as follows:- 


The Appellee ordered from the Appellant on August 3lst, 
1950, 1000 metric tons Wire Kods on which paynent in 
foreign exchange for 4.02 metric tons was refunded, 
changing the quantity contracted for to: 
Metric Tons 995.980 

On arrival of the steamer the 
Appellee claims that delivery was 
taken as follows: 

At Chinwangtao - M.Tons 491.002 

At Taku Bar oe 3h 3-330 

150 


At Tsingtao - id w "  ~=« 9 84 . 578 


Alleged shortage: sg = 
In the contract it was stated "Indemnity for any short- 
age discovered 7 woth tee shall be the responsibility of 
the sellers." s the Appellant does not dispute. 


The Lower Court failed to take into consideration the 
full terms of the contract, ignored our arguments and 
gave Judgment on the one-sided statements submitted by 
the Appellee, 


The Contract was signed by both parties on a c,i.f. (cost, 
insurance and freight) basis. 


The following sre the relevant facts in connection 
with a c.i.ef. contract: 


The Buyer under c.i.f. terms purchases a set of docunents 
covering the cargo steted at a price mentioned in the con- 
tract which includes the cost of the goods, the cost 

of insurance and the cost of the freight up to the desti- 
nation stated in the contract. 


The Buyer opens a Letter of Credit through a mutually 
agreed Benk in favour of the Seller. The proceeds of the 
Letter of Credit are available to the Seller upon the 
Seller depositing with the negotiating Bank a full set of 
documents in good order as ghlled for by the Letter of 


Credit. 


The negotiating Bank passes this set of documents to the 
Opening Bank who in turn hands the documents to the 
opener of the letter of credit, i.e. the Buyer. 


From this point onwards the responsibilities of the Buyer, 
in the case of a contract on c.i.f. terms, commence, 


In the case under appeal the foregoing procedure was 
carried out, 


The Appellee (the Buyer) purchased the shipping documents 
against a Letter of Credit opened by themselves througk the 
Belgian Bank, 


The documents were endorsed by the Belgian Bank for delivery 
to the Appellee, the China National Import Export Corporation, 
who were in fact the owners of the cargo and the actual con- 
signees, 


It was the Appellee's duty as consignee, who were in posses- 
sion of‘ the shipping documents, to take delivery of their 
cargo and, if any shortage was found ot the time delivery 
was taken, to make immediate investigations as to the reason 
thereof with the shinping company and to give formal notice 
of any claim or olaims for shortage or any other causes to 
the Shipping Company and/or the Insurance Company within the 
time limit stated on the Bill of Lading and/or the Insurance 
Policy. 


If the Appellee was not acquainted with all the terms and 
conditions of both the Bill of Lading and the Insurance Polisy 
it was their first duty to become so acquainted in order to 
protect their own interests. No Shipping Company or Insurance 
Company will accept the plea of ignorance of their printed 
rules and regulations when it comes to making a claim on them, 


Throughout the Lower Court proceedings the Appellee stressed 
the point that the contract was a "Purchase Contract" and im- 
plied that the Appellant was responsible to deliver physically 
the cargo contracted for. 


There is no question that the Appellee's contract was a "pur- 
chase” contract, as all Appellee's contracts for the pur- 
chase of goods must be. 


However, their purchase was made on a c.i.f. basis and it was 
the responsibility of the Appellee to take delivery of their 
cargo, make any investigations necessary and to lodge any 
Claims, in accordance with the contract entered into on a 
cei.f. basis, as outlined above, 


The Appellant could not be responsible for physical 
delivery as they had no jurisdiction over the cargo. The 
only person or persons who had jurisdiction over the cargo 


was the Appellee who was in possession of the shipping docu- 
ments, | 


The Appellant submits that the Buyer's responsibility under 
a o.i.f. Purchase Contract, as briefly outlined above, is 
internationally recognised, and that the o.i.f. contract 
signed by the Appellee equally binds the Appellee to suoh 
obligations and responsibilities. 


The Fact that the Appellee did not carry out their duty on 


arrival of the cargo was due to negligence or inefficiency 
on their part. 


o3e« 


On July 11th,1951, six months after arrival of the carrying 
steamers, the Appellant received a letter from the Appellee 
Claiming that the Appellant should be responsible for 11.402 
metric tons said to be short delivered. 


The Appellee made no attempt to trace or discover how or 
where this shortage had taken place, in spite of the fact 
that the Bill of Lading clearly states that any claims must 
be preferred in writing within 7 days after discharge and 
before the goods are removed from the quay. 


Their failure to do so invalidated any claim the consignee, 
that is the Appellee, has against the Shipping Company, the 
Insurance Company or the Appellant. 


The Judgment states that the 7 day time limit is a one-sided 
regulation and has no binding power on the Appellee. The 
Appellant takes strong exception to this ruling. Bills of 
Lading are issued in accordance with International Business 
Usage. The Bill of Lading states: 


"In accepting this Bill of Lading the cwners of the 
;o00ds and the shippers or their agents expressly 
accept and agree to all its stipulations and con- 
ditions whethsr written, stamped or printed.” 


By accepting and endorsing the Bill of Lading the consignee, 
that is the Appellee, accepted and are bound by the con- 


ditions, including the 7 day time limit for notification of 
Claims mentioned above, 


The only action taken by the Appellee was to have survey re- 
ports meade, 


In the case of oach delivery these reports were made as 
follows: 
Gargo discharged at Chinwangtao: 


Survey was made one month anc BNC was 
two _ months z of the cargo. 


Gargo discharged at Taku Bar: 


MAGS andr es ue 8 
—_-— ‘ 


—_— ee 


sued five mo s after 


Cargo discharged at Tsingtao: 


Survey we 12 anc 3DpO issued a 
wo mo the al ' iJ ZF " ie ‘ : 


Obviously loss by theft, pilferage or by other means could 
have occurred between the dates of arrival of the cargo and 
the dates on which the surveys were made, for which the 
Appellant cannot accept responsibility. 


The Lower Court stated that, as delivery was made at three 
places, it was impossible for the Appellee to obtain certi- 
ficates in time and that responsibility for the delay is 
not on the Appellee, 


The reason for delivery being made at three places was the 
ice conditions at Taku Bar, which being an “Act of God" was 


also beyond the control of the Appellant. This contingency 
was covered in the Bill of Lading. 


However, the Appellee had no excuse for not making a claim 
within the 7 days' limit. 


Either the Appellee or their agent attended the ships when 
the cargo was discharged at the ports mentioned. Surveys 


could have been arranged at that time, but, if this was not 


ok = 

done, it was only necessary to submit to the shipping com- 
pany formal notice of a claim o7 claims within the 7 days’ 
period. Documents supporting the formal claim could have 
been provided later and would have been accepted by the 
shipping company. 


The Judgment of the Lower Court states that the Appellant 
was "thus trying to shirt their own responsibility on to 

the Shipping Company, which is not right." The Appellant 
considers this statement unwarranted. An examination of the 
evidence submitted at the Lowe: Court hearing will reveal 
that the Appellant has never tried to shift their responsibi- 
lities to the Shipping Company or any other party. The 
Appellant has simply pointed out throughout the evidence . 
that the Appellee, either through negligence or inefficiency, 
failed to carry out their duty as a party to a o.i.f. scontract 
The Appellant maintains that it was Appellee's duty, under 
the c.i.f. terms, to have established a claim against the 
Shipping Company and/or Insurance Company. Instead they 
simply ignored this duty and six months afterwards claimed 
against the Appeliant. The Appellant therefore maintained 
that, because of this faiiure of the Appellee to carry out 
their duty, the Appeilant cannot, under the circunstances, 
recognise a claim against them submitted six months after 
arrival of the cargo when the extra clause inserted in the 
contract definitely and specifically states “Indemnity for 
any shortage discovered on arrival shall be the responsibi- 
lity of the sellers” and when ali possibility of obtaining a 
recovery from the Shipping Company und/or Insurance Com- 
pany had been allowed to lapse through the Appellee's negli- 
“ence. 


Judgement states "The Vefendant should be responsible for 
delivery of the i08 coils of Wire kKods, 8.317 metric tons, 
now stored in the godowns of the Kast Asiatic Co.,Tsingtao." 


The Appellee had alres taken delivery of this consignment 


before the Court's judgment was given. 


When the claim was made against the Appellant in July,195l, 
they immediately made investigations and discovered this lot 
of 108 coils of overlanded cargo in Tsingtao. This should 
have been done by the Appellee at the time of arrival of the 
cargo, as explained in (2). After negotiations with the ship 
owners, the Kast Asiatic Company, the Appellant obtained re- 
lease of the cargo on behalf of the North China Import Cor- 
poration, as per letter dated September 25th,1951, from the 
East Asiatic Co.,Ltd.,Tientsin, as follows: 


"500 Tons Wire Rods ex ms, "KINA". 


"We refer to your letter of 2lst ult. and beg to 
inform you our Principals have agreed to deliver 
the 108 coils Wire Rods overlanded at Tsingtao ex 
m.3. “Kina” to the North China Import Corporation, 
consignees of the above-mentioned Yot of 500 tons 
Wire Rods. Delivery will be effected only against 
+ pam of all charges defrayed by our Tsingtao 
Office," 


Although the release of this cargo was negotiated by the 
Appellant to assist the Appellee, they had no jurisdiction 
over the same, The cargo could only be delivered to the 
consignees, that is the Appellee - The North China Import 
Corporation - who were advised on October 6th,1951, that 


delivery should be taken immediately in order to save further 
storage charges. 


Throughout the Lower Court proceedings this was stressed by 
the Appellant. 


= a 


The fact that the Appellee had already taken delivery of the 
cargo in July before the Lower Court's Judgement was re- 

ceived is proof that the contention of the Appellee that the 
Appellant should be responsible for delivery is not correct. 


The Appellee, i.e. the consignee, is the only party to whom 
the Kast Asiatic Co.,Ltd.,Tsingtao, could make delivery. 


Due to the failure of the Appellee to make investigations 
regerding alleged shortage on arrival and due to their delay 
in taking delivery when the 108 coils overlanded in Tsingtao 


were found, certain Customs Fines and Storage Charges were 
incurred, 


Since the Appellee is the consignee and owner of the cargo, 
and they have been responsible for the delay in taking 
delivery, it is only reasonable that they should pay all 
charges in conneotion with the release of their own cargo. 


The Appellant therefore prays that the two counts on which 


the Tientsin People's Court gave Judgmept be reversed on the 
following grounds: 


(A) As the Appellee had taken delivery of the 108 coils 
from the fast Asiatic Co,,lLtd.,Tsingtao, before the 
Lower Court's Judgment was given, they have admitted 
that their claim that the Appellant should be res- 

ponsible for the delivery is entirely unreasonable 

and in fact could not be put into effect. 


Since the delay in taking delivery was caused by the 
Appellee, all storage and other charges should be for 
their account. ! 


(B) As the Appeilee failed wet the time of arrival of the 
cargo to carry out their duty as the Buyer on a cone 
tract signed on ac.i.f. basis and as the claim for 
indemnity for 3.085 metric tons, said to be short 
delivered, was made six months after =i _ the 
Oargo, the Appellant cannot be held responsible, since 
the Appellant only accepted responsibility, according 
to the contract terms, for any shortage covere 


arrival of the cargo. 


JARDINE, MATHESON & CO. LTD., 


(sgd). Ales Kidd, 


AGENT. 


TIENTSIN. August 7th, 1952. 
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With conmliments of Chancery. 


Sth August, 1952, 
Peking. 
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The Chancery, 
British Embassy, 


Peking. 


BRITISH CONSULATE GENERAL 


Oo, Chungshan Road, 
Shanghai (0). 


NE IDENTIAL. oOth July, i952, 
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Vw 
ign", it. is understo tha no foreign 
Pirn has been classified, or, at any rate, 
they have not been informed of their class- 
ification. The firms have, therefore, left 
the answer blank. 


t+HiDp @® 


Oe In para. 15 of the memorandum 
under reference, item 3, "To intensify the work 
of revenue collection and to fulfil the taxation 
task", we would mention that British firms are 
apprehensive about this point and do not iknow 
what may be implied nor what measures may be 
taken to obtain results. YWe shall let you 

know of any future developments. 


4, In para. < of our Saving No. do 

of the 13th February (16/1/2/52), we said “among 
British firms, Jardine Engineering, Textile 
Machinery Agencies and Mollers are under investi- 
gat: on and accusation", We also said in para. 3 
of Saving No.35 that the China Engineers were 
investigated, et cetera. Jardine Engineering 
Corporation inform us that their books are still 


/sealed... 


i ae | “| 


Page Two. 


Sealed and that they have nothing a tO 
report. However, their Tientsin Office have 

been undergoins a rigorous inves and 

as regards ee earned bY ‘Lice 

in On, skong on orders the agen Ley has tak 
for goods ‘destined for shina t) eek bean in- 
formed by the local tax office chat they need not 
show such profit and that the Mave: 1s genei ‘ally 
under consideratior 4 Ae the itie Ln | 

nese’ 
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cases decided against them or pending, and the 
case referred to in our Saving No.ddo 18 one where 
llers contracted for the repair 3h} | 
‘" for the kKiinistry of Rear § 
Sion of the ople's 1 Libefation 
of avVOL 0X1 1a ately $360, O00, O00, 
43 accepted. Ther the, work was 
lavigation Department toc 
Kollers in the Crimina Sourt 
mpensation due to delay in delivery; 
mission of false statements of labour 
j and So) misappropriation of 
: charges. ‘Tne cas 
Miollers. The following 
f the result: 
waS for ¥360,000,000. 
9,000,000 only. The Court 
el refund ¥225,000,000 which 
45,000, O00 more than they received. Of 
the ¥225,000,000, Mollere have so far refunded 
¥112,000,000. In shor °-t, Mollers did the work 
for nothing, and had to pay ¥45,000,000 in 
addition. Captain Penson of Hollers is in 
communication with his Hongkong Office about 
the several cases outstanding, and when he 
has received certain replies he will let us have 
a brief statement of the claims together with 
possible proposals for meeting them. The China 
Engineers report that they have heard nothing 
ther. This is most surprising in view of 
Gomersall's confessi on (see our S/C letter 
. 1 (16/1/5/52) of the 29th February ); 
og Be his bold tactics reported in our 
$/O0 letter No. 75 (16/1/12/52) of the icth 
March have a east given the Authorities pause. 
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SHANGHAI CONSULATE GENERAL. 
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General Investigation Form for Industrial and Commercial Enterprises, 
Whangpoo District, Tax Sub-Bureau. 


Tax Number 


Firm: Name 
Address 
Tel.No. 


Managers: Name 
Address 
Tel.No. 


Accountant: Name 
Address 
Tel.No. 


Economical Nature: (Note: Probably meaning whether it is Government operated 
or private or jointly operated.) 


Form of Organizations: 


Kind of Trades Principal - 
Auxiliary - 


Classification after the "5-Anti" Campaign: 
Manner of Collection = Business Tax 
Income Tax 


Guild Membership: m 
2 


Date of Establishment: 
Registration Number with the Bureau of Industry & Commerce: 


Fiscal condition:- 
(1) Net worth of Capital (at the end of 1951):- 
Amount of Capital after revaluation of assets or at the time of commencing 
business: 
Legal Reserve: 
Other kinds of Reserve: 
Surplus accumulated: 
Others: 
Total: 
Capital fund entered into the books after the "5-Anti" Campaign: 


(2) Condition of current fund and credit: 
Percentage of current liabilities in proportion to current assets: 
Percentage of current assets in proportion to net capital: 
Pringipal Bankers: Name: 
Account No.3 
Address: | 
Particulars of regular loans and their sources: 


Related Organizations: 
(1) Head and branch offices: 


Is the unit under investigation a head office or a branch? 
Name of the head office or branch offices: 


Address? 
Tel.No.3 


Are taxes paid collectively or separately? 


/ When 


= 2 « 


When was collective payment of taxes approved and reference number of 
the order giving the approval: 
Address and telephone number of warehouses? 


Participation in Joint operation organization: 
Name 3 

Address? 

Date of participation: 

Responsible persons: 

Tel.No,:3 

Amount of Canital invested: 

ilode of tax collection: 

lode of joint operation: 

Present condition: 


Guarantor firm: 
Name $ 

Address: 

TelsNo,3 
Responsible Person: 
Amount of Capital: 


Personnel: (1) Principal partners or shareholders: 
Name ¢ 
Address 
Te.No.3 
Place of employment and positions: 
Proportion of capital contribution: 
Position held in the enterprise under investigation: 
Investment in other enterprises: 
Other information: 


Conditions of employees: 
Number of employees: 
Workers: 
Staff: 
Senior Staff: 
Name of Union joined: 
Basic Unions 
Address of Basic Union: 
Tel. Mo.: 
Chairman of Basic Union: 
Responsible person of the firm's union: 
Wage systems 
On piece basis: 
On monthly basis: 
Highest wage? 
In P.D.U.: 
IN J.M.P.3 
Lowest wage: 
In P.D.U.3 
IN J.M.P.3 


Average Wage: 


Assistant in tax collection: 
Employees who took part in "5-Anti" Campaign: 
Name 3 
Age: 
Administrative position: 
Others 


Particulars re providing of meals, lodging and living allowance: 


/ Accounting 


A Accounting System: 
| How books are kept: 
Chinese system: 
Double entry? 
Cash Basis? 
Accrual Basis? 


Invoice systems: 


Stock taking systems 
(1) Actual stocktaking: 
(2) Perpetual Inventory: 


lode of evaluation of stocks: 

Principal books: 

Diagram showing accounting procedure’ 
Number for lump sum payment of stamp tax: 


Accounting advisors 
Name 3 
Address: 
Tel.No.3 
Brief personal history: 


Purchase and sales: 
Name of improtant items: 
Unit for price calculation: 
Price for unit: 


Condition of purchase and sales: 
Place: 
Buyer or sellers 
Necessary expenditure: 
Rate of waar and tear: 
Rate of gross profit: | 
Percentage in total. purchase (or sales) in the whole year): 


Tax payment in first half of 19523 


Month Business receipts Tax Rate Amount of Tax Date of Payment 


Income tax for 19513 
Amount of Income tax payable: 
Tax paid: 
Tax unpaid: 


Name of firm: — 
Responsible person: 
Investigation date* 
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oS€ Communist 
Picket} the 
rank of Devartmental Directors) of fT! vavious 5017 mitteesS, 
Depertments, Adininistratic Bureaux, Banks and Sus toms under 
the control of the Bast Chir wi livary and Political Commission, 
who are not | 9: SOMmMUNnLS t Party's when views were 
exchanged for unfolding nerease Production MOVerent on an 
extensive scale on the ; the victory attained in the 
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_. On the <Otn May, the Hast China Bureau of the Chinese 

Col WIUNLS t Party called an Zast China Industrial Conference. 
Vinety members from Industrial Depart Cue nts Lavoour Bureaux 

aa Lavcur Unions from various cities in E,st China attended. 
ihe meeting discussed questions for Cur thering the. increase of 
production and the practising of economy based on the victory 
or the Miovements. They also discussed the question of demo- 
cratic reform in privately operated factories andthe redirect- 
ion of the energy of the masses to more important tasxs. In a 
summing up report, Tan Chen-lin of the Hast China Bureau out- 
lined the steps to be taken for carrying out the reforms and 
laid stress on the importance of the co-operation of trading, 
benking, and the co-operative movement, and of the potentiality 
of workers in the building, construction, comnunications and 
transport trades. A further notice said that to amend the 
defects and shortages brought to light during the Three-Antis 
Movement the various economic, financial and trading organ- 
izations at first crade levels in Shanghai and Hast China had 
started to readjust their internal organizations and to set up 
new working systems. ‘he Trade Departments of the East China 
kiilitary and Political Commission has abolished 81 Departments 
and offices in its subordinate units and amalgamated 344 
sections into 204 sections. Similar adjustments and retrench=- 
ments have been carried out in other State organizations such 
as the East China Textile Aduinistration, the Hast China 
Co-operative General Society, the Shanghai Railway Administrat- 
ion, the Shanghai Branch of the People's Bank of China, and 

the Shanghai Municipal Trading Corporation. 


De On the 6th June , it was announced that over 1,000 private 
shops and firms in five local districts have already held 
labour-management consultative conferences during the month 
of May. Several articles appeared in the Chinese newspapers 
outlining what had been accomplished by the Movements. 


4. On the 9th June, it was announced that the Fourth 
Campaign of the Five-Antis Movement, which started on the oth 
May, was being wound up. During the Fourth Campaign cases of 
about 35,000 illegitimate industrial and commercial establish- 
ments in Shanghai were settled by the 25th May and up to now 

a great majority of the local factories and firms have had 
their Five-Antis problems solved. 


/5at 


De At a neeting on the 12th June of the Shanghai City 
Sonsulatative Council and the Shanghai Increase Production 

and - Sat baat _aconomy Soumittee the Chairman, Pan Han=-nien, who 
is also Deputy Mayor of Shanshai, gave direetions Yor the 
Winding up of the Five-Antis Movement in the City. Juestions 
of taxation affairs, labour=-capital relations, representation 
of capital profit margins for private enterprises, 

eteetera were discussede 


4 
at 
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28th June, it was announced that Win a view to 

DOoLlitical consciousness of the workers who have 

nuslastic and active in the Pive-Antis 10 venent in 

the Shanrhai ] Committee of the Jhina Youth 

r tl cuidance of the Chinese Communist Party, have 
started a seri of political lectures for the workers in this 
clty on n extensi SCas tne report States that over 
132,000 workers he aovplied for admission to the Lectures. 
le The organic regulations governing: the organization of a 
Five-Antis 3, aiining Committee in Shanghai were announced on the 
whe list of mente rs of the Committee have already 

the Shanghai.Increase Production and practise 

weonomy C ML CLOCe “he Committee consists of 29 members with 
Sheng Pei-hua (Deputy Mayor of Shanghai) as Chairman, Chang Chi 
(Vice Chairman of the Shanghai General Labour Union) and Ching 
Chung hua (Chief Sditor of the "Hsin Wen Jih Pao") as Vice- 
Cheirmen. : 


8. On the Srd July, it was announced that the consciousness of 
the local industrial and commercial circles had Deen raised 
following the HFive-Antis Movement. The condition of revenue 
collected has been improved. The Business Tax collected in May 
represented 99% of the total figure due for payment. \/ith a 
view to improving further the revenue collection, the Shanghai 
Tax Bureau will take steps for readjustment of the taxpayers 
mutual aid teams, 


9. | Foreign Trade Control Bureau, on 

stated Pees with a view to effec tinge an overall = 

importers and exporters in this City, after the vacate sion 

the Five-Antis Movement, the ey had issued an official notice 
callins for the submission of a report of the movement of every 
qualified importer and exporter. According to the notice, every 
registered Chinese private: and public-private qualified importer 
and exporter and every licensed Chinese and foreign importer and 
exporter should apply for a report form from the Bureau on the 9th 
and 10th July and complete and return the form to the Bureau 
berore the id5th July. Je understand that a member of the British 
Chamber of Commerce applied for a form and was refused. He was 
informeca that the report form does not concern foreign rirms. 
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10. It was announced on the iilth July that following the Three 
and Five Antis Movements statistics released by the Public 
Security Bureau of the Shanghai People’ s Government only two 
people were killed during the month of June as compared with an 
average orf fifteen per month during the Kuomintang regime. 


11. The Party Representatives’ Conference called by the Govern- 
ment organizations Committees of the East China Military and 
Political Commission on the 7th and 9th July, when 569 represent- 
atives attended, adopted five resolutions for consolidating the 
victory of the Three-Antis Movement. They were:- 


1) Unfold the Increase Production and Practise Economy @ampaign 
(by elevating administrative efficiency and curtailing expenses). 


/(2) Intensify 


Intensify the work of subordinate organizations 
Party. 


Readjust the internal organization of the Party 
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basis through Pabehnctcal remoulding. 
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ror 
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in the 
All law 
| al ; abiding UG 
in this City have had their ed and nave 
with notices of their respecti : rories. ‘There remains now 
only the serious offenders and tots offenders to » ied by 
the People's Tribunal. dJudgemen for these two ¥: will be 
announced soon, 


14, In the zOth July, an article appeared in the Chinese Press 
on the steady recovery am development of industry and trade 

in Shanghai followings the conclusion of the Five-Antis Movement. 
It stated that according to statistics compiled at the end of 
June, 1952, the quantity of cotton yarn, flour, paper, fountain 
pens, electrolytic copper, nails, matches and soaps is 13% to 
26% more than that of the same period last year. The volume of 
business done on the local markets in June as compared with that 
of February (during the Movement) represents an increase of 
202% in cotton yarn, 52% in wheat, 359° in cotton piecegoods, 
50% to 40% in oils, 200% to 1,000%3 in chemical raw materials. 


15. A three day meeting of the Shanghai City People's Govern- 
ment Council and the Shanghai City Consultative Council closed on 
the 2ist July. The meeting officially announced the successful 
conclusion of the Three and Five Antis Movements in Shanghai and 
adopted five nucleus tasks as follows:- ‘ 


1). To unfold the Increase Production and Practise Economy 
Movement. 


2) To carry out democratic reformation in privately operated 
mills and production reformation in State operated mills. 


3) To intensify the work of revenue collection and to fulfill 
the taxation task. 


4 To unfold the ideological remoulding campaign. 


To promote the work of democratic construction and political 
powe?. 


the same meeting a spokesman of the Shanghai Military Control 


/Comnission 


Commission and the Shanghai People's Government issued a 
statement on the abrogation of the “Four Point Measures" 
successfully carrying out the liovements in Shanghai. (See 
of the memorandum accompanying our No.64 (16/1/11/52) of 
oth March, 1952). Deputy Mayor Pan Han=-nien 
the meeting on the subject of “consolidating 


made a speech at 
OY 
of the Three and Five Antis 
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23rd September, 1952 RB, ts ey, vey 1952 
PRIORITY & ¢ [(05 /366 a 


CONFIDENTIAL 


Please pass following to Lamb, Union International 
Company Limited, from Marshall. ( Tasvelnn) QTY 1282 © 


[Begins]: 


With reference to letter from Shanghai of 16th September 


and my letter No. 146, if you agree I suggest you telegraph 
to me as follows. 


[Message begins]: 


Referring to your letter No.146, before finally deciding 
we must have the authorities &ssurance that from the date of 
giving our consent they will assume all your financial and staff 
Obligations past, present and future, also waive all clains, 
including any against your associated companies in China, and 
that no claims originating in Tientsin will be levied on your 
associated companies elsewhere in Chima. Agreement to be 
signed within one month. We require confirmation that the 
authorities will [? grp. undec.] the balance of your re- 
funeration and fulfil the conditions referred to in your letter 
No. 146, 


[Message ends]. 


In the meantime I have had meetings with two other 
departments who both emphasize our responsibility for the 


maintenance of labour, Property tax 150,000,000 now due for 
first half of year. 


[Ends]. 


China and Korea Departzuent 
Economic Relations Departuent 
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SETRIEUTION 


Mr, Lamb D. 10.27 a,m, 23rd September, 1952. 
747 
SEAT September, 1952, R. 11,43 a.m, 23rd September, 1952, 


iz 
PCa if ¢ [155/267 
My immediately preceding telegram. 


Marshall is auxious for a reply before ist Octobe Bp, tee net sty Ange 
Otherwise he fears that there may be nevieus woke wah bis 


Ze For background information you may like to ask Vesteys to let 
you have copies of Marshall's letters Nos. 144 and 146 of 6th September and 


Oth September respectively to Lamb and Calvert's (Shanghaijletter 
16th September to Lamb, 


Economic Relations Department 
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Mr. Bumstead 
No. 258 D. 8.57 a.m. 23rd September, 1952 
20th September, 1952 R.10.21 am, 25rd September, 1952 


CONFIDENTIAL IFC) OS/368 g 


Addressed _ to Peking telegram CP 


20th September 
Repeated for information to Foreign Office and Hong Kong. 


Withdrawal of British Firms. 


On 9th September Jardine Matheson and Company submitted a 
suggested plan for liquidation to the local Foreign Affairs 
Bureau. Covering letter recalls that intention te close was 
notified verbally on 23rd May and formal applications filed on 
9th July. The idea that everybody concerned would wish closure 
to proceed expeditiously is supperted by appropriate quotation 
from statement by Vice Minister for Fereign Affairs. The plan 


is divided inte twe paris. 


2. Part one concerns Jardine Matheson and Cempany and 
Jardine Engineering Corporation, It is suggested that all 
their properties be transferred to the Peoples Government or 
their nominees either (a) by sale pr. (b) by long lease or 
(c) by transfer against local liabilities or obligations, 


3. Part twe cencerns the three firms fer which Jardine 
Matheson and Company act as agents er general managers viz lwo 
Brewery Ewo Cotton Mills and Shanghai end Hongkew Wharves. It 
is suggested that the executive centrol be transferred to Chinese 
Nationals neminated by the Peeples Gevernnent, 


4.  Adendum to the plan shows that the assets under part | 
one might be valued at about £1,000,000, liabilities at abeut 
£160,000. A further note suggests that preblem is ef sufficient — 
importance for the Peoples Government te appeint efficials to 
act as a link in the negotiations; this suggestion is 
obviously as important as the plan itself, qi» SEP la 


5. Jardine Mathesen and Company have not “ace 
er informed other British firms and want this meve 


kept confidential. It seems te me that they must ha ae 
| /themselves open 


"a 
S 
(- is | »* 


CONF ID ENTIAL 
Shanghai telegram No. 258 to Foreign Office 
-2< 


themselves epen to eventual criticism by making offer 

indicated in 2 (c) above, With this in question there scems te 
be ne reason for Chinese te consider (a) and (b). Yet Jardine 
Matheson have twice adhered unanimously in Chamber of Commerce 
voting in favour ef sale or lease only as first step in with- 
drawal (see my telegrams Nes. 171 and 202 to Fereign Office). | 


Fereign Office please pass te Heng Keng as my telegram 
No. 89, 


[Copy sent te C.0. for transmission to Hong Kong]. 
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wr 


With compliments of Chancery. 


Reference: Peking telegram to Foreign Office | 
No.679 of 25th Anat 


i Ye \\0?,a 


c6th August, 1952, 
Peking. 


BRITISH CONSULATE-GENERAL. 
203 North Liberation Street. 
Tientsin (10). 


14th August, 1952. 


NO.239 (4360/34A/4,3). 
RESTRICTED, 


Dear Crowe, 


During the past six months and more, the basic 
labour unions of local British firms have been exacting 
higher and higher money payments from the managements for 
the discharge of employees and the severance of labour- 
capital relations, The unions’ rapacity knows no bounds 
since the general announcement of the withdrawal of British 
firms, and as one firm after another applies to close, the 
Claims of the unions become successively more exorbitant; 
the graph has climbed through the Shell Co, the Hongkong 
and Shanghai Bank, Jardines, to its latest and highest point, 
the Imperial Chemical Industries, Ltd. The British managers 
have become so perturbed at the eghaotic state of affairs that 
they have decided to seek a ruling of some sort from the 
local Military Control Commission defining the manner of ter- 
minating the services of their Chinese employees. I enclose 
a draft letter which five British firms now applying to close, 
Jardine, Matheson & Co.Ltd., Hongkong & Shanghai Bank, 
Chartered Bank, Tientsin Anlee Export Co.Ltd., and Imperial 


Chemical Industries (China) Ltd. propose to send. They are 
at present consulting their Shanghai offices who, I under- 
stand, wish to alter the draft in some respects, so a final 
decision has not yet been taken, 


Re Managers of firms have found the Labour Bureau con- 
pletely unsatisfactory in its handling of labour-capital dis- 
putes, and they can obtain no remedy or protection there from 
the unions. The Bureau procrastinates seriously over media- 
tion and settlement of disputes, is biassed towards the workers, 
and is quite inconsistent and often vague in the occasional 
decisions it manages to give. The managers therefore wish to 
go above the Bureau, and to approach the Commission as the 
highest local authority and as the announcer of the regulations 
which purport to govern local labour-capital relations, re- 
ferred to in their draft letter and based on similar regula- 
tions issued on the 22nd November, 1949 by the All-China Fede- 
ration of Labour. Further, the Labour Bureau has stated that 
the interpretation of these regulations rests with the Commis- 
Sion. The managers hope, perhaps in rather too sanguine mood, 
that the Commission will give a ruling that will restrain the 
existing chaos within reasonable and orderly bounds, and be 
cumpolsory upon the labour unions. It is fairly clear at pre- 
sent that the basic unions act in concert to extend their 
Claims, that they are supported by the higher trade unions and 
the General Labour Union, and that if their tactics are suc- 
cessful, each and all will eventually demand most-favoured 
basic union treatment, Probably no manager of a British firm 
will be able to leave Tientsin until the situation is finally 


C.T. Crowe, Esq., 
British Embassy, 
PEKING. 
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clarified, either by extensive surrender to labour's de- 
mands, after perhaps months of delay and continued expense, 
or by a ruling from high authority. 


3. The General Electric Co.,Ltd, now in liquidation, 
is a surprising exception to the general trend. The manager 
has concluded an agreement which provides for payment to 

his employees on discharge of one-month's wages for each year 
of service, and a severance payment of three-months' wages 
each. His staff, however, is very small, and all except two, 
were engaged since the war. KEven this agreement greatly ex- 
ceeds the apparent intention of the provisions of articles 

6 and 7 of the regulations governing labowr-capital relations, 
so far as honest study by a private merchant can deternine 
the requirements of the law, 


4. The labour union's claims against Jardine, Matheson 
& Co, Ltd, are:- 


1. Provident Fund: Employees of this Company, whe- 
ther they voluntarily resign, or are discharged, or 
leave their employment, or die, or leave the Compa- 
ny for other reasons, or when this Company adopts 

the Government Labour Insurance Regulations, shall 

be paid by the Capital a Provident Fund at one 
month's salary for each year of service (for the 
first 15 years of service) and at 14 months' salary 
for each year of service after the 15th year, Where 
the salary of an individual is not as much as the 
average monthly salary (including allowances, etc.) 
of the entire staff of this Company (not including 
agents of the Capital), he shall be paid on the basis 
of the average salary. (The average salary shall be 
the highest average of any month after the Libera- 
tion). Where the salary of an individual is more than 
the average salary, he shall be paid on the basis of 
his own highest salary ever received during his pe- 
riod of service, 


2. Severance Pay: Employees of this Company, whether 
they voluntarily resign, or are discharged, or leave 
their employment, or die, or leave the Company for 
other reasons, shall be paid, apart from the Provi- 
dent Fund as provided in (1), six months' salaries 
as a Severance Pay. Where the salary of an indivi- 
dual is not as much as the average monthly salary 
(including allowances,etc.) of the entire staff of 
this Company (not including agents of the Capital), 
he shall be paid on the basis of the average salary. 
(The average salary shall be the highest average 

of any month after the Liberation.) Where the salary 
of an individual is more than the average salary,he 
Shall be paid on the basis of his own highest salary 
ever received during his period of service. 


3° Funeral Fee: Upon the death of an employee 
the Capital shall pay, in addition to the Provident 


Fund and Severance Pay, one month's average salary 
of the entire staff as Funeral Fee; if the employee 
dies of occupational hazard, the Funeral Fee shall 
be double the above rate. 


4. Close-Business Discharge Fee: If the Capital 


wants to stop business or close shop for whatever 
reason, the Capital shall pay every employee a Close- 
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Business Discharge Fee in addition to the Provident 
Fund & Severance Pay as provided in 1 and 2 above, 
The Close-Business Discharge Fee shall be six months 
of the highest salary ever paid to the best-paid 
employee since the Liberation, 


5. Close-Business Home-Going Travelling Fee: If the 
Capital wants to stop business or close shop for what- 
ever reason, the Capital shall pay every employee a 
Close-Business Home-Going Travelling Fee, in addition 
to the various payments as provided in 1,2 and 4 
above. This Travelling Fee shall be 10% of the Close- 
Business Discharge Fee, 


The manager naturally refuses to pay these exorbitant claims, 

and offers the much smaller payments provided in his agreement 
with his union dated February 1950, which the union has unila- 
terally discarded, but which he maintains is in force pending 

mutual acceptance of a revised agreement, 


5. The labour union's claims against Imperial Chemical 
Industries, Ltd., manager Mr, G. McBain, are:- 


1. Service Bonus: 1 1/3 months salary for each year 
of service beginning from the date on which the em- 
ployee joined the company and continuing up to the 
date of closure including the war years. If the em- 
ployee's salary is less than the average salary of 
the whole staff, then the average salary is to be 
used as the basis for calculation. If his saiary ex- 
ceeds the average, then his actual salary is to be 
used instead, 


2. Payment for Termination of Employment: In addition 
to the payment to be made under item 1, each person 


should receive a termination fee of 6 months salary 
calculated under the same system as item l. 


3. Discharge Fee Owing to Closure of Business: In 
addition to items 1 & 2, the management should give 
each person six months salary as a fee for discharge 
owing to closure of business. This payment is to be 
calculated using the amount of the highest salary 
paid to any member of the staff. 


i. Repatriation Allowano@: The company should pay a 
repeterenian allowance equal to 10% of the amount 
due to each individual under item 3. 


The total of these claims is about ¥2000 million, five times 
the amount due under the company's standard terms, and appro- 
ximately the value of the company's present stocks at Tientsin. 
McBain has been selling from stocks periodically and remitting 
funds to support his office at Shanghai, enabling this office 
to avoid bringing sterling into China. His union has asked 
him to stop these remittances in order that money for the claims 
may be forthcoming, and has declared that while the company is 
in liquidation, the union has the right to control the assets. 
McBain has asked the union to cite the legal authority for this 
pretended assumption of control,and depending on the reply, he 
proposes to order his staff to make a remittance, and test a 
matter of discipline. The upshot of this dispute is not known 
at the time of writing. 


» ho 


6. In my opinion, conditions have now reached a stage 
where as united and vigorous opposition as may be possible 
should be set against the tactics of the labour unions and 
local government departments, who are obviously intent on 
delaying the liquidation of British firms and extorting the 
last penny from them. I believe the Chinese authorities and 
the workers would be sensitive only to, and influenced only 
by, concerted action taken by British merchants both at 
Shanghai and Tientsin, and supported as strongly as possible 
by Her Majesty's Government. Without this, I think the empe- 
rience of the firms will continue to show up the statement of 
the Vice-Minister of Foreign Affairs, in paragraph 3 of his 
letter to Mr. Lamb dated the 5th July, that the winding-up 
may be expeditiously and reasonably settled in accordance with 
the regulations, as entirely devoid of meaning. 


7° I have not yet been able to obtain much clear infor- 
mation about the facilities given to British firms for dispo- 
Sing satisfactorgly of their plant, buildings and properties. 
Much earlier on, foreign firms and individuals were able to 
dispose of their properties, even sometimes for foreign cur- 
rency, but the indications are now that this has changed al- 
together, and that merchants may be balked in selling or leas- 
ing and be forced into practically surrendering these assets. 


Yours ever, 


ead 


(E.W. Jeffery). 
H.M. Consul-General. 


” 
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DRAFT. 


Tientsin Military Control Commission, 
TIENTSIN. 


Dear Sirs, 


Re: EVERANCGE PAY-OFF TO BE PATI 
BRITISH COMPANIES CLOSING BUSINESS 


The closing down of British companies in China has 
been the subject of an exchange of notes between the British 
Chargé d‘'Affaires in Peking and the Central People's Government 
of China. 

In a statement made by Mr. Chang Han Fu, Vice Minister 
of Foreign Affairs of the Central People's Government and published 
in the Tientsin Daily News of July 19th, 1952, it is stated under 
Clause 3: 


"If they choose to close their business, no matter in what 
way they propose to do so, they may apply to the local 
People's Governments and the cases will be handled by the 
local authorities concerned on the merits of the circun- 
stances and according to law. During the process of li- 
quidation, if any questions should arise in the pay-off of 
their staff, in the application for exit permits, in the 
-disposal of property, ete., reasonable and lawful settle- 
ments will be made speedily on the merits of the actual 
circumstances," 


The undersigned British Companies, who intend to close 
their business, respectfully solicit your advice and assistance 
in connection with the termination of the services of their 
Chinese employees. 

The Provisional Regulations Governing Labour/Capital 
Relations issued by your esteemed Commission on 18th January 


1950 stated in Articles 6 and 7: 


me Capital, due to requirements of production or work, may 
have the right to employ or discharge workers and employees. 
In discharging workers or employees the Capital shall follow 
the provisions of the collective contract or agreement and 
in the absence of a collective contract or agreement, shali 
give a 10 days’ notice to the labourer and shall pay a dis- 
charge allowance of an appropriate amount to the labourer. 
But this clause does not apply to such workers as are dis- . 
charged because they have violated the rules of the factory 
or shep. 


ae amount of discharge allowance to be paid by the Capital 
of a comparatively large factory or firm at the time of dis- 
charge of the Labour shall be decided by the production and 
business conditions of the factory or firm and the length of 
service of the employee or worker in question. For a worker 
who has worked over half a year but less than 10 years the 
minimum amount of discharge allowange shall not be less than 


- Ze 


half a month's actual wage and the maximum amount shall be no 
more than 3 months’ actual wage. If the worker or employee 
has worked for over 10 years the amount of discharge allowance 
may be inoreased appropriately. Where the allowange acoording 
to the old rules of an enterprise exceeds this standard the 

old rules shall still be followed. This clause does not apply 
to the discharge of seasonal workers, daily workers of a 
temporary nature, workers who accept jobs collectively, workers 
of small shops or small work-shops; the discharge of these 
workers shall follow the established practices. ‘Yhen the enter 
prise is transferred and the employees continue to be hired by 


the new owner, this shall not be considered as a case of dis- 
charge. 


The various British Companies are confronted with a pro 
blem, inasmuch as their various Basic Labour Unions have made dif 
ferent demands in practically every case, none of which in our 
view are in accordance with the abovementioned regulations. 

The British Companies concerned feel that,to be fair 
to all concerned, a ruling made by the Military Control Commis- 


sion in respect of how the Pay-off should be dealt with, 


would be of great assistance to both Labour and Capital. 

Such a ruling would ensure that all employees would 
be paid off on a uniform and fair basis and would obviate any 
question of the employees of one or more companies feeling 
that they had not received fair treatment or that the terms 
on which they were paid off compared unfavourably with those 
given by other companies, 

We trust you will give this matter your consideration 


and shall be pleased to have your views on the matter in due 


course, 
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{ CONFIDENTIAL. 
> FROM PEKING TO FOREIGN OFFICE 


Cypher/OTP FOREIGN OFFICE AND 
WHITEHALL DISTRIBUTION 


Mr, Lamb D. 10,25 a.m. 24th September, 1952, 


No, 245- 15 R, 1,22 p.m, 24th September, 1952, 
24th September, 1952, . 


ONFIDENTIAL IF cyes/270 | 


oe Ce ei a a 


Addressed to Foreign Office telegram Ne, 751 of 24th September, 
Repeated for information te Heng Kong and Saving te: 
Shanghai 
c , Tientsin, 
Cio s|3> a 
Your telegram No, 841: British firms’ difficulties, 


Her Majesty's Consul General, Tientsin in report dated 19th 
September confirms that with the exception of the Tientsin Anlee 
ixport Company, whose union have reduced demands by 50 per cent, 
other main companies have made no progress and indeed the Charter 
Bank has been faced with demand for retroactive increase in wages 
of 30 per cent, 


2. Her Majesty's Consul General reports that it is the increas- 
ing opinion of British managers in Tientgin that the only way out 
for large companies will be the conclusion of agreements on the 
lines of that reached by the British American Tobacco Company, 

It would certainly appear from the unhelpful attitude of the local 
authorities that the Chinese Government are deliberately trying 
to force sritish firms into such a position. ) 


3. I appreciate that it is not possible to make representa- 
tions without the agreement of the firms concerned and I appreciate, 
although I do not necessarily agree with the firms’ reluctance to 
make representations at the present time, On the other hand, I 
do not think representations with regard to the firms’ labour 
difficulties in Tientsin should be considered as general representa- 
tions and I strongly consider it important that where firms encoun- 
ter deliberate obstruction and discrimination in particular matters 
we should generally take up suchcases, We should try to maintain 


pressure on the Chinese authorities and if we have later to make 
general representations because of the overall. difficulties of 
British firms, our case would be stre ened by being able ify 


oint to individual iculties to ch we have wn alre 
e authorities’ attention, 


Foreign Office please pass to Hong Kong as my telegram Ne. 266, 
[Copy sent to Colonial Office for repetition to Hong Kong]. 


CCC 


oa va 
Mt a 
Registry 


NoPC 105 ]49 9 Wik *p - ~ ELMeo FC u0$/352 , 


“Fop-feeret. 2 
Sean He ex enclose a copy of a telegram in which 

ec hic . Gras 
contdentia. 1 H.M. Chargé d'Affaires in Peking/discusses the 
Restereted. 

adyitabcc 

Open. poswn ee Nl of me 3 "thar ech ons to the Chines 

\ An At WH (ww. “I~ Nia ox 
Draft. authorities ritish firmse 
TC arroww ' 


* re « =p ae O e el ae 


From Mr. “ |\firms faced with demands from the Labouyp“Unions 
Johnston, that they would prefer him not te apéroach the 
To-Mr Mitchell, |Chinese authorities on their bePAlf at present. 


Jf 
- 


Dae Assocn.,. Nevertheless he considers iY important that cases 
of deliberate obstructign and discrimination by 
the Chinese should })4@ taken up by him, Hitherto 


,;-he_ firms have woually been reluctant to ask for, 


or even toggyte to,such representations. Mr, 
Hat (uhort 

Lamb's last point in-fusute representations 

would be strengthened by appearing as the 


‘A @e 


, be 4hed Ea frass or be An. J 
come” eedeooting should weleome—the i 
comments ry = China .- per cca! nat 45 
Matic Gn fri matte hae. 


3-kr 


< 
LY) 
a 
a 
= 
2 
L 
ro 
é 
y 
F 
ow 
> 
ee) 
ca 
O 
bn 
O 
< 
L 
~ 
O 
Zz 


250m 7.51 V.P.Co. 51-8078 


We. 11647,234 


ee ae 


SIGK O FIC.9 Seede 


(FC 106/870) 6th October, 1952. 


With reference to my letter FC 1105/3552 

of the 2érd September I enclose a cony of a 
telegram in which Hor \sjesty's Chery 

a'aAff: irea in Peking egain discusses the 
advisability of ming representations to 
the Chinese authorities about the iabour 
difficulties experienced vy British firms in 
Tientsin. 


We should ve glad to pass on to Mr, Lamb 
any conneate which the China Association may 
wish to mexe on this matter, 


(C.He Johnston) 


ole Kitehell 9 EBSQe 


China Aseociation 
54, O1d Broed Street, 
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Lir Lamb 

No 2 D: 2.57 Gelle 25th September 1952 
2th September 1952 R:12.47 poem. 25th September 1952 


COVINA, iF Cos (say. { 


Addressed to Foreign Office telegran | No, 752 of ohth 
September 


} 


Repeated for information to : Hong Kong us 
rer as 7 


and Saving to : Shanghai-"- - ee 


Shanghai telegram No. 187 Saving to me : British firms in 
China. FC\0S| 38 


I find this development most disquieting and I agree with 
comments of Her Majesty's Consul-General in paragraph 5. This 
approach by Jardine Mathesan and Company seems to me bound to 
prejudice the position of other British firms. 


Foreign Office please pass Hong Kong as my telegram 
267. 


[Copy sent to Colonial Office for repetition to Hong Kong ] 


DISTRIBUTED TO; 


China and Korea Department 
Economic Relations Department 


CONFIDENTIAL 


BRITISH BUSINESS IN CHINA 


Peking telegram No. 752 of September 25th. 


Mr. Robin Gordon, the Shanghai Manager of Jardine Matheson 
& Co. Ltd. came to see me on October 21st, having just 
returned from Shanghai. I asked him to explain what the firm 
had recently been doing and I said that both Mr. Lamb and 
Mr. Bumstead wondered whether unilateral action by Jardine 
Mathesons might not prejudice the position of other firms. 


Mr. Gordon said that this had been in his mind from the 
beginning of the negotiations and he had done his best to 
safecuard other firms, some of whom knew exactly what Jardine 
Mathesons were doing. He had even re-written the first draft 
of their approach to the Chinese to cover this point. On the 
other hand, he said that no one seriously expected any 
compensation at all and the firms would be lucky if they got 
out of China and were allowed to set assets against liabilities. 
If the Jardine Matheson settlement was of this kind, as he 
expected, then he thought it not fair to blame his firm for 
having set a precedent already established, for example by the 
British American Tobacco Company and by Lever Brothers. 


From the point of view of his company they were anxious 
to do business with China but would not conclude any contracts 
in China. Therefore, the sooner they could close down in 
China the easier it would be to speak on equal terms to the 
Chinese without the constant threat of being subject to 
blackmail in China. 


I said that it was for each firm to decide its own policy. 
Personally, I did not dissent from his view that it was 
unrealistic to expect compensation, but at the same time some 
firms might wish to make special arrangements, and it might 
make it difficult for such firms if the big ones set a bad 
precedent. Last March, the firms had all seemed to speak 
with the same voice and had told us that as soon as they could 
they would file applications to close down operations in China. 
In point of fact, a number of firms had not filed these 
applications and there were one or two indications that some 
firms were now taking a more hopeful view of the outlook. 

In these circumstances, unless the London, Hong Kong and 
Shanghai Chambers of Commerce 211 followed the same line and 
spoke for the great majority of the firms, it would make it 
difficult for Her Majesty's Government to decide the nature of 
further representations to the Chinese Government. 


I think we can now leave this until Mr. Bumstead arrives. 


Res 
es 


(R. H. Scott) 
2th October, 1952 
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BROAD STREET WOUSE 
TELEPHONE: 54 OLD BROAD STREET 
LONDON WALL 1160 LONDON, €.C.2 


No. STAETE CONF IDENTIAL 10th September, 1952 
OF GENERAL COMITTis 


BRITISH FIRMS IN CHINA 


Appended is a copy of a letter dated 6th September, just received 
from Mr. Collar. 
Ge E.MITCHSLL 
Secretary & Vice-Caairman. 
Copy of Letter from M:.HJ.Collar,C.B.a. 


Our friends in Sh-nghai told us about two weeks ago that there have 
been suggestions that they might be asked to take part in discussions 
with the local Chinese authorities, and it appeared probable that these 
discussions would deal with our closure applications and with the T:ade 
“roup proposals. As there was no certainty that the discussions would 
take place, I did not mention it to you. 

In our routine telephone call yesterday afternoon Sheppard told me 
that the discussions had begun. He is extremely reticent in his tcelcphone 
conversations, and said little beyond the fact that they were interesting 
and not too cncouraging. It appears that both closure and the Trade 
Group were discussed. The important point to my mind is that, in reply 
to my specific question, he said that he regarded the conversations as 
being very "authoritative", and further, that he expected that conversa-~ 
tions will contimue. 

He indicated that we might cxpect to reccive a full report in duc 
course by way of Lamb. 

I think that we may assume that these Shanghai talks will supplant 
our proposal to send a delegation to Peking. 

This is a suitable opportunity to acknowledge reccipt of your 
telcgram of the 4th September. We equally share your vicws and those 
of Lemb in respect of the risk of momentum boing lost, and this is a 
feature which we have constantly in mind. I think it probable that it 
was the anticipation of thsse conversations which have in part prompted 
Shanghai in their viows that furthcr representations by Lemb should not 
be made at this juncture. 

In my letter to you of the 27th August I acntioned the joint 
approach by certain Ticntsin companics to the local athoritics in 
respect of pay-off terms. This is bcing regardcd by Shanghai as a test 
case to ascertain the attitude which the C.P.G. are going to take 
towards a specific reoucst for intervention. We learn from Shanghai 
that there has been some reaction, which Sheppard guardedly describes 
as being "not discouraging". Here again; it is anticipated that a 
report will reach us in duc course by way of Lamb. 

May I revert to yar telegram of the 4th Scptember, and this is 
a personal comment. do not guite understand how you can hold 
"provisional discussions" with the Foreign Orfice on what form Lamb's 
representations should take in reply to the Chinese Government Note 
of the 5th July, since we do not yet know what circumstances will 
prompt and determine tho timing of areply. I do not think that the 

ote calls for a reply, but it certainly provides an excellent basis 
for the presentation of strong representations if we encounter unduo 
procrastination or serious difficulties. This can only effectivoly 
be done once, and I think that it is preferable to resorve our fire 
until such time as thore is a real need. 


Yours sinccrely, 


BROAD STREET HOUSE 
TELEPHONE. 54 O1.D BROAD STREET 
LONDON WALL, 116 ec LONDON, E,.C.2 
N2. 52/G/60 CONFIDENTIAL 
OM ARMB “sh S aN COMMIT THE 20rd Sentember, 


BRITISH #IRMS IN CHINA 


Tne following is a copy of a letter dated 18th September roi 
Mo. Collar which has just been received. 
Gee. MITCHELL 
secretary & Vice-C.airman. 


Copy of Letter from Mr. Collar 


In my letter of 6th September I ..entioned the conversations which 
had been initiated in Shanghai. I now give you below an extract from 
a personal letter to me from Sieppard which I mst accordingly ask you 
to treat as such; 

"Hliaborating a bit on the subject of our talks, I think you 
will have understood that informal preliminaries hsd made it 
clear that the Ii,0.T. was willing and indeed anxious to discuss 
possibilities of a new set up (although type was at variance 
with our ideas and terms of reference). Furthermore it was 
clear that there would be strong pressure to get the new working 
without anything concrete regarding the fate of the 01d (although 
there was tacit assurance that replacement was understood). 
A:though willing, and glad enough to have the chance to talk, 
even without a more satisfactory preliminary undorstanding we 
considered it essential to leave no possible room for misundcr- 
Standing as to the neccssity for anything new being a replaco- 
ment. 

"How exactly that has becn taken one docsn't know, but if 
present information is correct, i.ce that the postponcmcnt is 
for both local talks among all depts. involved and refcrences 
elsewhere there is cortainly a chance that eventually we shall 
more than make up for the preliminary loss of time. 

"There is tho risk that things will bog down in thc stage of 
their internal discussions and that we shall lose tho chanco of 
any mccting. It secms fairly obviows however that the cause for 
such bogging down would always have beon there and would havo 
cventually thrown a spannor in any promising works. I £m thoro- 
fore anything but discouraged by this latest turn (romcmbcring 
of course that my hopes were never more than modest). As far as 
I can make out others are of idcntical vicw." 


The wording is 4s usual a little cryptic but I havo no doubt that 
its goneral intent will be quite clear to you. It is intcrosting to 
note that the Chincse havo takon the line which you rather anticipated 
and that our people havo reacted quite correctly and firmly. 


TIENTSIN. Tac reaction referred to in my letter of 6th Scptcmber to 

the approach by ccrtain Ticntsin Comnaniecs to the local sauthoritics 

took the form of a mccting with the Bureau of Forcign Afairs.W: have 
received a long momorandum covcring this conversation during which 

the official concerned gave nothing away and threw the whole mattor 
back in our lap for settloment by ncgotiation through the proscribed 
channels, that is, firstly with our own Labour Unions and if this 

should fail, through the Labour By cau. This was by no mcans uncxpccted 
and the question was whcthcr or not the Labour Uvions would be told to 
take & more accommodating linc. I: looked at first 2s though it was so 
since vory substantial reductions in dominds were made by the U.1.0n of 
the Anioe T.ading Company, Tii:so, however, were by far tho most ecxtrav- 
agant of all and 1 «=-thcr that even the reduced demands aro quite out 

of line. Another pointer which was thought to be favourable was that tho 
arrangement of an intervicow followcd only 5 days aftor presontation of 
the joint note,during which timc a considcrable amount of preparatory 
work must have been done,:ind that the mecting was handled by an official 
of a fairly high standing whom it had not previously been possible to 
contact,which was at least an indicntion of the degree of attontion 
accordcd. Un to the present there is no roal progress to roport.e (Eds) 
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Her Majesty's Consul General 
0, 26 De 7-45 a.m. 30th September, 1952, 


26th September, 1952, Re 2.25, Dame 50th September, 1952, 


CONFIDENTIAL Peis Aye 


Addressed te Peking telegram No, 191 Saving of 26th September 
Repeated for information to;- Fereigna Office | 


H -— 
vppszen Clios7 3sy 
Fereign Office telegram Ne, 841 te you: Clesure in Tien-tsin, 


Five Shanghai managers, after censultation with Heng Kong, 
have posted te Tien-tsin reprint of a plan giving detailed 
instructions for conducting the pay-eff negotiations, The essence 
of the plan is that the five firms should constantly eoerdinate 
their efforts and press hard for a satisfactory solution; if a 
deadlock is reached action at a higher level must be considered, 


2. The plan was sent with the essential points in cede, 
(it is interesting that Jardine, Mathesen and Cempany de this 


regularly), Copy has gene te Heng Keng and copy is te go te yeu 
through Her Majesty's Censul, General Tien-tsin, 


Cltos\ 357 - 
| Sandal there have been no developments since my 
telegram No, 182 Saving, I.CJ. still think meeting will take 
place, but Jardine, Mathesen and Company are now deubtful, 


Foreign Office please pass te Heng Keng as my telegram No.9l, 


[Copy passed to Celenial Office fer repetition te Heng Keng], 
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Tel. No.: WHItehall 1234. * 
: TREASURY CHAMBERS, (ANS. 
Your Reference \ ater ‘ 
! aie GREAT GEORGE STREET, /.x 
re) LONDON, S.W.1. 


40th September, 1952 


—— te 


- 


Dear Johnston, 


I have read with interest your letté 
4s 27th September to Levine about recent developments 
|? 
>, 


regarding the position of British firms in Vhina. 
There is one aspect of this matter which may need 
re-examination in the light of your suggestion that 
some firms may be having second thoughts about 

their decision to close down. The point I have in 
mind is that of exchange control of remittances to 
Chinae In the past we have examined the possibilities 
of introddcing exchange control restrictions in order 
to assist the British firms to leave China; but if 
the trend is to continue we may, I take it, have to 
examine how far we should, or cotld, discourage it 
for balance of payments reasons. There have been 

one or two enquiries on this point and it would be 
interesting if the Bank of England, to whom I am 


copying this letter, could let us have an estimate 
of how much is now involved. , 


I am sending copies of this letter to Levine, 
Sidebotham and Heasman. 


Yours sincerely, 


(D. Re Serpell) 


Ce He Johnston, HSGe, 
Foreign Office, 
Se Wete 
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DOLMIR LONDON 


ers BROAD STREET House, y 


30 th September, 19526 


lily dear Johnston, 


thank you for your letter of “eptember 23rd 
(FC1105/352) and for the copies of telegrams enclosed 
therewithe 


4hese telegrams and the question asked in 
your letter were considered by my Sw cial Committee 
at their lLieeting last week. after careful 
consideration and discussion they reached the 
conclusion that there should not be any further 
revresentations made to the Chinese Yovernment by 
Mre Lamb until after the present phase of the 
negotiations in Tientsin by the five firms who are 
trying to close down. 


Nevertheless, my Gommittee is in full accord 
with Mr. Lamb's view - which I understand is shared by 
the foreign Office - that our plans should not lose 
momentum, and I am enclosing herewith a copy of a letter 
I have to-day written Mr. Yollar in Hong Kong, from which 
you will see that I am again calling this point to the 
attention of him and his Yommittee. 


Yours sincerel 


C.H.Johnston, Esq., 
Foreign Office, 
London, S.W.l. 


~<iIVED in 6.8. 


el we - 


Copy 


Z0th September, 1952. 


Dear Collar, 


You will, no doubt, have seen the latest 
telegrams from Lamb and the Shanghai Vonsul-Yeneral, 
but, to make sure that we have the same documents, the 
following is a list of those which have been sent to us 
by the Foreign Office:- 


Shanghai telegram to Peking No. 177 of August 30th; 

Peking telegram to Foreign Office No. 699 of September lst; 
Peking telegram to foreign Office No. 717 of September 9th; 
Shanghai telegram to Peking No. 180 of eptember 10th; 
Shanghai telegram to veking No. 182 of “eptember 15th; 
Shanghai telegram to Peking Noe 185 of “eptember 17th; 
Peking telegram to Soreign Office Noe 739 of eptember 20th; 


In sending us some of this telegraphy the Foreign 
Office again called attention to the fact that Lamb is 
anxious to keep pressing the Chinese vtovernment. they 
said they had told him they agreed generally, but would 
prefer that representations should not be made without 
the agreement of the firms concerned. 4hey asked for our 
views on this. 


she question was fully considered by my ‘pcial 
Committee at a meeting last week, and 1 enclose a copy of 
a letter I have to-day written Johnston in the Yoreign Office 
setting out the conclusion reached. Although they have 
advocated no action at this stage, wey are in full accord 
with the wish of Lamb and the “oreign Vffice that we should 
not lose momentum, and I was asked to remind you of the 
request in our telegram of September 4th, viz: that we 
look to Hong Kong and to Shanghai to watch the situation 
from day to day, and to wire to us the moment you think the 
time is ripe for further action. 


In my last letter I told you that I would be 
discussing with Johnston what form further representations 
to the Chinese Government might take, in due course. I had 
my talk with him early last week and we quickly reached the 
conclusion that no useful purpose would be served by 
considering this question at the moment, as it is impossible, 
at this stage, to know definitely what the situation will be 
at the time representations are made - this is the view 
already expressed by yourself. 


In discussing with my Committee my talk with 
Johnston they expressed the view that it will probably 
be important, when the time comes for further representations, 
for Lamb to be in a position to quote chapter and verse 
where experience in negotiating withdrawal had been at 
variance with the Vice-Minister's undertaking that 
applications would be “expeditiously and reasonably settled 


(2) 


on the merits of each case and in accordance with the 
regulations". 


My Committee would be glad if you would bear this point 
in mind, and let us have any ammunition you can, in due course. 
It might be possible for Robin Gordon to be briefed before his 
departure from Shanghai regarding cases of this nature which 
have occurred up to date. Needless to say, we are all looking 


forward to seeing him in London and to getting his latest 
newSe 


Yours sincerely, 


(sed ) u, iu.Mitechell 


H.J.Sollar, Esqe ’ 

Imperial Chemical Industries (China) Ltd., 
P.O. Box 107, 

Hong Konge 
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“e thanx you for passing: on to us on the 24th inst. the 
cable cespztcnhec by our Mir. Marshall at tie2ntsin. As suggested 
by Mr. Leo Lamb, ana as re:uesteu by you,we nave ple 
enclosin: herewith copies of Mr. Ma.-shall's letters 
dated 6th inst. =nd 146 dated 9th inst. At the same 
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No. 144. 6th September 1952. 


Be Fe Ce Lamb ES. >; 
i4, West Smithfield, 
LONDON. 


Dear Mr. Lamb, SI > PLANT. 


The crisis we have referred to before would appear to be 
gettin. very near and J am afraid there are few signs of daylight. 
We have already approached the Corporation regarding the sale of 
more of our reuuneration and the reply was they would consider the 
matter but they are also associating any sale of our remuneration 
@azainst the claim there is going to be on the tinplates which we 
mentions. to you in our letter Ne. 142. The sale of filler board 
mentioned in our letter No. 124 has not yet materialised; if we 
cannot realise on either our remuneration or the filler board we 
will not be able to pay wages on i5th inst. 

Se were callea te the Foreign Affairs Bureau on 5th inst 
and had a meetings with the Director Mr. Chang. We had a frank dis- 
cussion re the position of the Company and the only thing that em- 
erged was that if London will agree to a bat we may be able to ob- 
vain slightiy better terms than did the BAT themselves but Mr Chang 
would neu state what these siigitly better terms micht be, he stat- 
ea our factory was a potential foreign exclange earner and the BAT 
Was Not, it was up to me to G&ke suggestions which may be accept- 
able to bowk. London and the authorities rezarding a bat and a fur- 
ther weeting is arramed for Sth cept. 

Mr Chang opened the discussion by stating we had been 
called to talk about the future of the factory and the workers liv- 
ing. They had not worked for ove? twelve months and it was ap to us 
to evolve some scheme to start packings again so that the ractory 
would be cOmplying with the Governments policy of increasiny Pree 
uction and giving employment to workers. He was aware we had a 
lot of labour trouble and that the last agreement we had made with 
the Labour Bureau and the workers expires on Sept 30th and unless 
somethine is arranged soon and the workers are employed there may 
be serious Civil disturbances which the FAB wished to avoid and 
they only wauted to be of assistance to us. I reviewed the situation 

since we had first commenced to work on behalf of the Corporation 
and stated that I had pointed out to the FAS and the iabour Bureau 
and our Union in the past that the continuance of our having to sub- 
sidise workers who strictly speaking are not ours at all would soon- 
er or later force us into the position when we can ne, 1Onger pay 
our way and stated that unless we could raise some in the mean- 
time we will be unable to pay wages on 15th inst. vr Chang said he 
had gone into our case very thoroughly but did not know the details 
of our relations with the Corporation but in accordance with the | 
Governments policy something must be done to reopen the factory. I 
made it quite clear that in fact we ourselves had. not reopened the 
factory since liberation, that all pa > had been done on behalf 
of the Corporation. I had already info the Authorities and our 
Union that owing to changing circumstances London had decided we 
could not again operate the factory under terms similar to the 1950 
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Lie Pe Ge Lainb ES les 
14 5 § C SL WMoithfield, 
LONDON. 


Dear ir. Lamb, DISPOSAL OF THe PLANT. 


The crisis we have referred to before would appear to be 
seitin. very near and J am afraid there are few sins of daylight. 
Je have already approached the Corporation regarding the sale of 
more OL our reluneration ud the rely was they would consider the 
imatter but they are aiso 2ssociating any soie of our renuneration 
@zainsi the clain, there is poing to Le om the tinpiates which we 
“uentione. to you in our detteis Nc. 142. The cale of filler board 
mentioned in our letter Nc. 124 has not yet materialised; if we 
cCannet realise on either our remulieraticn cr the tiller board we 
wili not be able tc pay wages on i5th inst. 

°@ were caiien tc the Forelyn Affairs Bureau on Sth inst 
Gud haa a meetin with the Director Mr. Chan. We hed a frank dis- 
cussion re the position of the Corpany and the only thin: that em- 
erved was that if London wili ¢crree to a bat we ray be able to ob- 
vain Siivhtay better ters than Gid the BAT thenseives but kr Chang 
WOULG now State what these saigitdy better terms mizsht be, he state 
ed our iactory was & potential foreign exciaiize earner and the BAT 
was NOt, it WAS Up tO be tO M&ke suggestions which tay be accepte 
able to bowl. London anda the authcrities resardia.; a vat and a Ture 
ther weeting is arrsiyted for Sth cept. 

MP Chang ovenead the discussion vy statim; we had beer 
callei to talk about the future o? the factory and the workers liv- 
diyge They had not worked Zor ove? twelve months ani it was Op to us 
to eveive sume schewe to start pacain.; azain so that the Lactory 
would be complying with the Governments policy of increasiny prod- 
uction and giving: employment to workers. He was aware we had had a 
iot of labour trouble and that the last agreement we had wade with 
the Labour Bureau and the workers expires orn Tept 30th and unless 
somethi:: is aranged soon and the workers are empicyed there may 
be serious Civil disturbances which the FAB wished to avoid and 
they only wauted to be of assistance to us. I reviewed the situation 

since we hai first commenced to work on behaif of the Corporation 
and stated that I had pointed out to the FAs and the .abour Bureau 
and our Unicn in the past that the continuance of our having to sub- 
sidise workers who strictly epeaking are not ours at all would soon- 
er or later force us into the position when we can no, longer pay 
our way and stated that unless we could raise come efh in the mean- 
time we will be unable to pay wages on Jsth inst. lr Chang said he 
had gone into our case very thoroughly but did not know the details 
of our relations with the Corporation but in accoruance with the 
Govermusnts policy something must be done to reopen the factory. I 
made it quite clear that in fact we ourselves had not reopened the 
factory since liberation, that all packing had been done on behalf 
of the Corporation. I had already informed the Authorities and our 
Union that owing to changing circumstances London had decided we 
could not again operate the factory under terms similar to the 1950 
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@.4 1951 contracts and this had been confirmed by yourself in - 
your recent conversation with Mr Lu in Berlin. According to what 
I know there are conflicting ideas regarding packing this Autumn 
but in any case it is not up to us. Mr Lu had inferred the Auth- 
orities may wish us to pack on the old terms because your conver- 
sations in Berlin had mentioned a total of 25,000 tons (including 
4,000 tons in Tsingtao) and this quantity could not be packed in 
five minutes, on the other hand the Corporation had recently inf- 
ormed us they Bad no intention of packing this Autumn so I was 
between two fires. I could not force the Corporation to pack, I 
could not force London to pack nor incidentally could I force 
London to remit money to us when we are unable to meet our liab- 
ilities. Mr Chang repeated what he had already said regarding the 
Governments policy of increasing prodtiiction and the necessity of 
finding employment for the workers also his fears of disturbances 
if the workers remain without work and stated the best way out 
would be a bat. I reviewed the negotiations which have taken place 
and mentioned specifically what I had passed to yourself in our 
letters of August 7th and 20th and the position remains unchanged, 
both myself and London are completely in the dark regarding the con- 
sequences and I considered our nominal lease proposal sufficiently 
attractive to warrant reconsideration by the Authorities. Mr Chang 
a are three main points why the lease proposal is dnatt- 
ractive 
1. We hac stated the Agthorities should take over our liabilities 
and these are unknown. 


2. If the Authorities leased anc operated the ene they would 


very probably want to build some permanent buildings on the site 
and what was going to happen to these if at the end of the lease 
Hogee wanted to take the property back. 

3. What is our basis idea in suggesting a lease and in view of these 
three points we should consider a bat and it was at this point the 
possibility of our arranging slightly better terms than the BAT 

came up. 

I said we had suggested a sale or a lease and at first this 
suggestion was turned down by the Authorities, iater on when the 
policy of withdrawal of British Firms from China was announced we 
had amended our suggestion to a nominal lease and we thought this 
would be an attractive proposal for the Authorities to consider but 
I was sure London would ccnsider a sale on a similar basis to Lidd- 
ells if that was what Mr Chang meant by better terms than the BAT. 
Mr Chang said he did not mean a sale. Liddells was urgently wanted 
by the Authorities at the time but our plant is not, the FAB want 
to assist us to solve our difficulties but cannot make suggestions 
other than that of a bat and it is up to me to get London to agree 
so that the Authorities can run the plant and the labour problem | 
can be solved. If a bat is agreed to in principle maybe we can get 
slightly better terms, but it is up to me to make proposals which 
will be acceptable to both sides. 

I suggested another meeting and said Mr Chang had earlier 
mentioned he did not know the details of our relations with the 
Corporation, our point of view can best be illustrated by the lab- 
our problem which has arisen out of our working for the Government. 
Before doing so we had 47 employees - we now have about 1400, these 
extras were employed solely because we were working on behalf of 
the Corporation and during the working period the Corporation paid 
their wages. In the Autumn of 1951 we had given them 20 days pay 
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@ @.i 1951 contracts and this had been confirmed by yourself in 

your recent conversation with Mr Lu in Berlin. According to what 

I know there are conflicting ideas regarding packing this Autumn 

but in any case it is not up to us. Mr Lu had inferred the Auth- 

orities may wish us to pack on the old terms because your conver- 
sations in Berlin had mentioned a total of 25,000 tons (including 

4,000 tons in Tsingtao) and this quantity could not be packed in 

five minutes, on the other hand the Corporation had recently inf- 

ormed us they Bad no intention of packin: this Autumn so I was 

between two fires. I could not force the Corporation to pack, I 

could not force London to pack nor incidentally could I force 

London to remit money to us when we are unable to meet our liab- 

ilities. Nr Chang repeated what he had already said rezardiny the 

Governments policy of increasing production and the necessity of 

finding euploymert for the workers also his fears of disturbances 

if the workers remain without work and stated the best way out 

would be a bat. I reviewed the negotiations which have taken place 
and mentioned specifically what I had passed to ycurself in our 
letters of Aucsust 7th and 20th and the position remains unchanved, 
both myself and London are completely in the dark reyarding the con- 

sequences and I] considered our nominal lease proposal sufficiently 
attractive to warrant reconsideration by the Authorities. Wr Chang 
tice ars three main points why the lease proposal is udnatt- 
ractive 

1. 6 hac stated the Agthorities should take over our liabilities 

and these are unknown. 

c. If the Authorities leased anc cperated the plant they would 
very probably want to build some permanent buildin;'s on the site 
and what was going tc happen to these if at the end of the lease 
Hogee wanted to take the preperty back. 
oc. What is our basis idea in suggesting a lease and in view of these 
three poiiuts we should consider a bat and it was at this point the 
possibility of our arranging slightly better terms than the BAT 
came up. 

I said we hac sugsested a sale or a lease and at first this 
Sug gestion was turned down by the Authorities, isater on when the 
policy of withdrawal of British Firms from China was announced we 
had amended our suggestion to a nominal lease and we thought this 
would be an attractive proposal for the Authorities to consider but 
I was sure London would ccnsider a sale on a similar basis to Lidd- 
ells if that was what ltr Chang meant by better terms tha: the BAT. 
Mr Chany said he did not mean a sale. Liddells was urgently wanted 
by the Authorities at the time but our plant is not, the FAB want 
to assist us te solve our difficulties but cannot make suggestions 
other than that of a bat and it is up to me to get London to agree 
so that the Authorities can run the plant and the labour problem | 
can be solved. If a Lat is agreed to in principle maybe we can get 
sli-xhtly better terms, but it is up to me to make proposals which 
will be acceptable to both sides. 

I suggested another meeting and said Mr Chang hadi earlier 
mentioned he did not know the details of our relations with the 
Corporation, our point of view can best be illustrated by the lab- 
our problem which has arisen out of our working for the Government. 
Before doing so we had 47 employees - we now have about 1400, these 
extras were employed solely because we were workin; on behalf of 
the Corporation and during the working period the Corporation paid 
their wages. In the Autumn of 1951 we had given them 20 days pay 
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@ ingiier of working and the Corporation had given then. the same, 
year we have subsidised them to the exteht of 60: of their 
waces and the Corporation have given them nothing. Under such 
circumstances how cam we possibly be expected to carry on? 
A meeting on Sth inst was then arranged. 


Yours faithfully, 


YZ 
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@ gh of workim’ and the Corporation had given the: the same, 
t 


year we have subsidised them to the extebt of 60. of their 
wares and the Corporation have viven thei nothin,. Under such 
circumstances how cam we possibly be expected to carry on‘ 
meetin: on Eth inst wis then arranged. 


Yours faithfully, 


, 
peg 
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CTM: RY Sth Sept. 1952. 
No. 146. 


Be Fe C. Lamb, BBQs, 
"D* Department, 
14 West Smithfield, 
London, Be Ge dhe 


Dear Mr. Laub, DISPOSAL OF PLANT 


A further meeting with Mr. Chang, the Director of the FAB, 
was held in the morning of Sth inst. and from Mr. Chang's closing 
remarks it is obvious the authorities consider a bat should be 
agreed to by you and they are endeavouring to show that it is the 
only solution of our difficulties, aleo that it is up to ne to 
get this idea over to you, but without them making any promises 
or giving us any concrete idea of the consequences of our not 
agreeing. 


In our letter No. 144 of 6th inst. in which I reported the 
conversation held on 5th inst. with the FAB, I informed you lr. 
Chan; had said as cur plant was a potential foreign exchange earner 
we may be able to arrange slightly better terms than did the BAT 
themselves if the principal of a bat is agreed.to, and today's 
meeting opened by my asking Mir. Chang if he could give us any as-~- 
sistance by indicating whet these better terms may be and also if 
he could assist us by enabling us to pass on to Lendon what is 
going to happen if a bat is not agreed to, and from that moment 
en the meeting ceveloped inte more like a lecture than anything 
else, by Mr. Chang. Nothing definite was saicé but at the same 
time a few points came up which at least shed further light on the 
authorities' ideas even if these points are put forward as an argu- 
ment and do not really represent their genuine reflections on the 
problem at all. 


From the authorities' point of view a lease is out of the 
question, according to what Mr. Chang had heard since our last 
meeting there was to be no result from the talks with yourself in 
Berlin and therefore even if we agree to a bat the Corporation may 
be sgaddling themselves with ouch bigger liabilities than they 
first thought and possibly these liabilities will be so large that 
they will be more than the value of the plant, there are outstand- 
claims, labour, preparing the plant for operating, outlay necessary 
for financing any packing itself all to be considered from the facet 
there is no conclusion to the Berlin talks and they have no defi- 
nite market for any pack they do. There is no doubt that from 
the authorities’ point of view the labour problem is ours so there- 
fore if London will not agree to a bat we must be responsible for 
continuing to meet Hogee'’s expenses which of course include labour. 


Naturally, if the plant could operate the labour problem would 
be solved automatically, strictly speaking there is no reason why 
London should not operate the plant on their own account and if | 
they did so Mr. Chang was sure the authorities would render all 
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CThi: RY Sth Sept. 195c. 
No. 146. 

Be Fe Ce Lamb, “LEQsy 

MD” Department, 


14 West Suithfiela, 
London, Be Ce be 


Dear Mr. Laab, DISPOSAL OF PLANT 


A further meeting with Mr. Chang, the Director of the FAB, 
was held in the rorning of Sth inst. and from Mr. Chang's closinz 
remarks it isc obvious the authorities congider & bat should be 
agreed to Dy you and they are endeavourin,s to show that it is the 
only soiution of our difficulties, aleo that it is up to re to 
get this idea over to you, but without them making any proiises 
or giving us any concrete idea of the consequences of our ot 
asre@ing. 


In our letter No. 144 of 6th inst. in which I reported the 
conversation hela on Sth inst. with the FAB, I informed you kr. 
Chan; haji said ac cur plarit was a potential foreign exchange earner 
we may be able to arrange slightly better terms than did the BAT 
themselves it the principal of a vat is agreed tc, and today's 
meeting opened Oy my asking ir. Chang if he could -ive us any as- 
sistance by indicating whet these better terms may be and also if 
he could assist us by enabling us to pacs on. to Lendon what is 
going to hap;en if a bat is not agreed to, and from that moment 
on the reeting ceveoped ints core like 2 lecture than anything 
else, by bir. Charge Nothing dsfinite was saic Sat at the same 
time a few points came up which at least shed further light cn the 
authorities' ideas even if these points are put forwerd ae an argu- 
ment and do not really represer.t their genuine reflections on the 
problem at ali. 


From the authorities' point of view a iease is out of the 
question, according to what Mr. Chang had heard since our last 
meetir:’ there was to be no result from the talks with yourself in 
Berlin and therefore even if we agree to a bat the Corporation may 
be saddling themselves with nuch bigger liabilities than they 
first thought and possibly these liabilities will be so large that 
they will be more than the value of the plant, there are outstand- 
claims, labour, preparing the plant for operating, outlay necessary 
for financin- any packinz itself all to be considered from the fact 
there is no conclusion to the Berlin talks and they have no defi- 
nite market for any pack they do. There is no doubt that from 
the authorities' point of view the labour problem is ours so there- 
fore if London will not agree to a bat we must be responsibie for 
continuing to meet Hoyee's expenses which of course include labour. 


Naturally, if the plant could opérate the labour problem would 
be solved automatically, strictly speaking there is no reason why 
London should net operate the plant on their own account and if 
they did so Mr. Chang was sure the authorities would render all 
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@. ible assistance regarding up-country operations and delivery 
of™eggs to the factory. By suggesting the easiest way out of our 
difficulties is a bat the authorities are tryinz to help us, they 
definitely do not wish London to think their bat suggestiong means 
they do not want London to operate the plant on their own account 
- in fact they would be very glad to see this. 


In connection with our queries regarding the consequences of 
London not agreeing to a bat, to give us information would appear 
as though the authorities were trying to coerce us which they had 
no wish to do and therefore a bat should be agreed to or we should 
be prepared to take the consequences whatever these may be. Mr. 


Chang has given us all the assistance he can and the rest is up 
to us. 


I said I thouvht the Berlin talks were by no means inconclu-~ 
sive, that according to my information London were considering 
assisting the authorities by clearing Tsingtao and Mr. Lu was sup- 
posed to be consulting his seniors regarding a total of 25,000 
tons up to the end of 12953. London also had under consideration 
the guesticn of accepting some sort ol guality cuarantee through 
the Bank of China in London. I also said London will never admit 
the principle that the Labourers are ours and I couipletely failed 
to see hev any liabilities cculc possibly equal the value ci the 
plant, and that the Corporation sheuld not place their outlay on 
egg purchases uncer this heading. They hed put the money up in 
1951 before the pack was shipped or sola and they could do the 
same asain. I failed to see how giving Lenco inform tion regard- 
ing the consequences of their not agreeing to a bat could be called 
coercion - it was simply putting the cicture in front of them in 
order tc assist then to make up their minds. 


ir. Chan- asain said he had given us ail the assistance he 
coulda and the meetiny ended. 


Mr. Yuan attended the meeting on Sth inst. and br. Kou attended 
this one. He was unwell at the ena of last week but previous to 
this had visited the Corporation regarding the sale of wore of our 
remuneration and at. this time the Corporation broached the subject 
of disposal of the plant and gave Mr. Kou their ideas of what they 
considered should make the bat suggestion more attractive to us. 


Tiney will accept the terms iaid down in our letter in which 
we suggested a nominai lease also:- 


Resvonsibility for Japanese stores not yet handed cver, we 
consider this matter trifling but they seem to attach considerable 
importance to it. 


They wiil vive London preferential terms or the firet offer of 
any pack they do in future but they will not guarantee yviving 
London the sole agency as this is too monopolistic which is against 
their policy. ms 


They will favourably consider giving us a lump sum (unspecified) 
for our non-processing stores and other similar loose equipment. 


They will assist in obtaining an Exit Permit for myself. (The 
two toreizners who were here when the BAT agreement was siyzned 
about four uwonths ago are still here.) 
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© ible assistance regarding up-country operations and delivery 
of™“eggs to the factory. By suggesting the easiest way out of our 
difficulties is a bat the authorities are trying to help us, they 
definitely do not wish London to think their bat suggestiong means 
they do not want London to operate the plant on their own account 
- in fact they would be very glad to see this. 


In connection with our queries regarding the consequences of 
London not agreeing to a bat, to give us information would appear 
as though the authorities were trying to coerce us which they had 
no wish to do and therefore a bat should be agreed to or we should 
be prepared to take the consequences whatever these may be. Mr. 


Chang has given us all the assistance he can and the rest is up 
to us. 


I said I thouvht the Berlin talks were by no means inconclu- 
sive, that according to my information London were considering 
assisting the authorities by clearing Tsingtao and Mr. Lu was sup- 
posed to be consulting his seniors regarding a total of 25,000 
tons up to the end of 1953. London also had under consideration 
the question of accepting some sort of quality guarantee through 
the Bank of China in London. I also said London will never admit 
the principle that the Labourers are ours and I completely failed 
to see how any liabilities could possibly equal the value of the 
plant, and that the Corporation should not place their outlay on 
egg purchases under this heading. They had put the money up in 
1951 before the pack was shipped or sold and they could do the 
game azain. I failed to see how giving Lendon information regard- 
ing the consequences of their not agreeing to a bat could be called 


coercion - it was simply putting the picture in front of them in 
order tc assist them to make up their minds. 


Mr. Chane again said he had given us ail the assistance he 
could and the meetiny ended. 


Mr. Yuan attended the meeting on Sth inst. and Mr. Kou attended 
this one. He was unwell at the end of last week but previous to 
this had visited the Corporation regarding the sale of more of our 
remuneration and at this time the Corporation broached the subject 
of disposal of the plant and gave Mr. Kou their ideas of what they 
considered should make the bat suggestion more attractive to us. 


They will accept the terms iaid down in our letter in which 
we suggested a nominai lease also:- 


Responsibility for Japanese stores not yet handed over, we 
consider this matter trifling but they seem to attach considerable 
importance to it. 


They will give London preferential terms or the first offer of 
any pack they do in future but they will not Ce beghney giving 
London the sole agency as this is too monopolistic which is against 


their policy. 


They will favourably consider giving us a lump sum (unspecified) 
for our non-processing stores and other similar loose equipment. 


They will assist in obtaining an Exit Permit for myself. (The 
two foreigners who were here when the BAT agreement was signed 
about four months ago are. still here.) 


DUPLICATE THe INTERNATIONAL ExPorRT Co., (TIENTSIN) LTo.. TIENTSIN 


No. 146. oS « 9/9/52 


I feel the authorities, i.e. the FAB, the Labour Bureau and 
thé Corpo. ation, have now given us all the "assistance" they are 
going to and London must decide on a bat or take the consequences 
which of course means that I must take them. We attach import- 
ance to Mr. Chang's remark that the authorities will give us assist- 
ance in egg buying and up-country arrangements if we decide to pack 
ourselves, it ig a veiled threat for the authorities to use if and 
when they wish to,that even with the offer of government help we 
will not carry out the policy of increasing production and giving 
employment to the workers. 


There is another point which to my mind is much more import- 
ant and the only one in favour of a bat now that our lease proposal 
has fallen through. Our application for "Change of Husiness Status" 
(our letter No. 138) is not applicable therefore in order to sever 
relations with our - even if we only consider permanent - staff we 
should apply ior closure. This inamediately puts us in the cate- 
gory of other Hritish firms who have applied for closure and all of 
whom are now nevotiating pay-off with their staffs and who are pre- 
pared te bring in currency from somewhere to effect the pay off 
when it is agreed. Tnoese people are ail estimating pay off at 
one month per year of service plus maximum of 6 months severence 
pay but in most cases staf demands are far in excess of thie and 
wages are being paid in the meantime. Based on the above we esti- 
mate we should have to find:.- 


43 permanent staff at <O years service 
average pay ¥860,000 monthly ¥740 , 000,000 


Plus six tronths - 222,900,000 


130 Between~-season staff ~ 17 years service 
averaze pay ¥400, 000 monthly 884 , 900, 000 


Plus six ionths 312,009,000 


1150 Seasonal staff @ 6 years*® service | 
© average pay £300,900 monthly 457725 5000 , O00 


Plus six ronths 2 5970 , 000 , 900 


5 ,953,000,000 
Plus Deposit/Processing Claims (7) 20,000 , 000 ,000 


@ 62,350 = £400,000 (say) ¥25 ,953,000,000 
SSS Eee 


6 Many of these people worked for us before the war 
and will claim the limit. 


and I am firmly of the opinion we should never put ourselves in 
the position of enabling the authorities to say to us other British 
firms are finding money en this basis and we aust do likewise. 


Apart from the above we earn a certain amount of goodwill 
if a bat is azreed to on the other hand I feel sure we will earn 
only en€mity if we force the avthorities into taking drastic steps 
and they will do their best to see we never in future get the 
chance of disposing of any pack k in Burope or elsewhere. There is 
no doubt about it they see ugh our suggestion of a ten year 
dease and this is like a red rag toa bull. I have told you all 
along the writing is on the wall and in my opinion the lease is a 
technicality and in any event we will nove get anything out of 
our property exenps ne the chance of —— ef some if not all 
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ance in ezg buying and up-country arrangements if we decide to pack 
ourselves, it ie a veiled threat for the authorities to use if and 
when they wish to,that even with the offer of government help we 
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employment to the workers. 


There is another point which to my mind is much more import- 
ant and the only cne in favour of a bat now that our lease proposal 
has fallen through. Our application for "Chanye of -usiness Status" 
(our letter No. 138) is not appaicadte therefore in order to sever 
relations with our - even if we only consider permanent - staff we 
should asply .or closure. This dumediately puts ug an the cate- 
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service lus maximum of 6 months severence 
- demands are far in excess of thie and 
meantime. Based on the above we estie 


permanent staff at <-O years service 
averaze pay ¥6060,000 monthly ¥740,000,090 
Plus six tronths “433.2 9 JOD, 00 
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between-seasonu starf ~ i7 years service 
averaze pay £400,000 inonthly B84 y JVI, VOO 


aati 312,009,000 
easonal staff 2 & years*® service 
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5,953,000 ,000 
Plus Devosit/Processing Claims (7?) 20; 900 » 200 ; 000 
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2 62,350 = £400,000 (say) ¥25 , 953,000,000 
peed Ryatette  hdbelll. Met nit 


6 Many of »se people worked for us before the war 


ang w slain the limit. 


and I am firinly of the opinion we shovid never put ourselves in 
the position of enabling the authorities to say to us other British 
firms are finding money on this Dasis and we oiust do likewise. 


Apart from the above we may earn a certain amount of yzoodwill 
if a bat is areed to on the other hand I feel sure we will earn 
only en§mity if we force the acthorities into taking drastic steps 
and they will do their best to see we never in future get the 
chance of disposing of any pack in Europe or elsewhere. There is 
no doubt about it they see through our suggestion of a ten year 
lease and this is like a red raz to a bull. I have told you all 
along the writing is on the wall and in my opinion the lease is a 
technicality and in any event we will never get anything out of 
our property except the chance of disposing of some if not all 
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fuftre pack to our own advantage and this should be considered 
whilst we have the chance. 


Please do not conclude from the above that I am recommending 
a bat. I have merely endeavoured to give you a picture of a 
position which I quite appreciate is almost impossible for anybody 
who is not here to understand, at the same time it is equally inm- 
possible for anybody to describe on paper. You are aware of what 
is likely to happen when we can no longer pay our way. It is not 


a question of my being unwilling te take the consequences but of 
my having to take them. 


As the problem of further subsidy to seasonal workers will 
come up for discussion on October lst your decision one way or 
the other by telegram would be very much appreciated. I take it 
you did not reply to our telegram No. 57 because you were waiting 
to see if anyt came of the Berlin talks. 


Later. 
Thank you for your telegram No. 55 which arrived today. 


er 
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who is not here to understand, at the same time it is equally im- 
possible for anybody to describe on paper. You are aware of what 
is likely to happen when we can no longer pay our way. It is not 
a question of my being unwilling to take the consequences but of 
my having to take them. 


As the problem of further subsidy to seasonal workers will 
come up for discussion on October lst your decision one way or 
the other by telegram would be very much appreciated. I take it 
you did not reply to our telegram No. 57 because you were waiting 
to see if anything came of the Berlin talks. 


Later. 
Thank you for your telegram No. 55 which arrived today. 
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B.F.C. Lamb, ES8q.e, 
14 West Smithfield, 16th September, 1952. 
LONDON, 4&.C.1. 


Dear Mr, Lamb, 


Further to my letter of the 12th inst. regarding Nalex 
I have studying CT's letters to you Nos. 144 and 146 dated the 6th 
and 9th September respectively. It seems to me that now the big 
shots - in the shape of the Director of the FAB - have come out 
into the open the die is probably cast and it has been decided 
that the results of the activities of the small potatoes are 
sufficiently encouraging to arrive at a decision to force a bat 
and I have now come to the cmeclusion that this will probably be 
infinitely cheaper for us than any other method of withdrawal 
unless, of course, you are prepared to sacrifice CT and the rest 
of us when our turn comes as it undoubtedly will in due course, 


‘As I see it, we are up against a system of legalised 
blackmail which can be carried on indefinitely. Now that a nominal 
lease of Nalex has definitely been refused, also the application 
for "Change of Business Status", there is no alternative other 
than to carry on and continue to mest all expenses including per- 
manent staff and preSumably seasonal labour, or to apply for 
closure which latter, as CT says, will place Nalex in exactly the 
Same position as those other firms in Tientsin who have already 
applied to close. The outcome of applying to cloSe would, as far 
as I can see, be as follows:- 


1. Walex would probably be kept waiting for permission to close 
for a long time, during which all expenses including staff 
wages, taxation, etc. would have to be met. 


When permission to close is granted negotiations with the 
staff for payoff and severance allowance could be commenced 
but, of course, they could go on indefinitely as the demands 
of the staff would undoubtedly be excessive. The caloulatian 
in CT's letter of the 9th inst. is the very minimum we could 
expect to get away with. In addition, the olaims against us 
could be built up to any desired figure, 


Assuming we arrive at an agreement with the staff and pay them 
off and settle the claims on the basis of CT's calculations, 
we should then be left with the problem of disposing of the 
plant, but House Tax and Land Tax thereon would still have to 
be paid, As foreign property is not allowed to be sold with- 
out special permission of the authorities, which would un= 
doubtedly not be granted, it seems to me we should still in 
the end find ourselves in the position of having to ask the 
authorities to take over the plant. 


We should therefore, so far as I Gan See, eventually arrive at 
the Same thing as a bat although in the meantime we should 
have paid out huge sums of money. 


AS regards Simmons' outfit, CT in his letter to me No.33 
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B.F.C. Lamb, E8qa., 
LONDON. 16.9.52. 


has almost repeated what I said to you in the second paragraph 

of mine to you of August 15th and I believe - and Simmons! 

outfit do too - that they are in for a terrific screwing. There 
is no telling how long these negotiations with their staff will 
go on, meantime they keep on paying full wages, taxes, etc. and 
the staff can maintain their impossible demands forever and a day. 
There is absolutely no redress, Insofar as this. centre is con- 
cerned, Simmons' outfit have not yet been granted permission to 
close, neither have any others who applied except for a few small 
ones such as Boyes, Bassett who applied a long time ago before 
all the others and before the British Note was delivered. 


You will have noticed that in his letter No.146 CT says 
that the corp are prepared to accept our nominal lease terms on 
a bat basis plus certain other small advantages, including an exit 
permit for himself and preferential terms to you or the first 
offer of any refrigerated produce they pack in the future at 
Nalex. If the nominal lease terms can be assured I am now of the 
opinion that a bat is probably our cheapest way out and that if 


we accept this fact and act accordingly we are likely to doa 
great deal better than the others who have applied for closure, 

I think the dangers of this latter procedure, as explained above, 
are very very evident, 


Yours faithfully, 


Cobia MARSHALL NALEX 
TIENTSIN 
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YOUR 57 IN OUR OPINION EVERYONES BEST 


INTERESTS CAN BE SERVED BY A LONG TERM 


LEASE AND WE CANNOT SEE WHAT PRACTICAL 


DIFFICULTIES THIS ENTAILS FOR CORPORAT 1 ON 


PARTICULARLY IF THEY HAVE IN MIND PACK 


REFRIGERATED PRODUCE FOR EXPORT THIS AND 


OTHER MARKETS WHICH 1S UNDERSTANDING WE 


WERE RECENTLY GIVEN IN BERLIN BY CHINA 


IMPORT EXPORT CORPORATION FULLSTOP 


IMPORTANT REMEMBER YOUR POSITION VERY 


DIFFERENT FROM OTHERS AS WE STILL PERFORM 


USEFUL FUNCTION BY BEING ABLE ASSIST 


EXPORTS AND DISPOSAL REFRIGERATED 


PRODUCTS 


F 


FAR EASTERN DEPARTMENT 


FC 05/374 


es. ' 


s 
a" -""'"*ar@ e 4 . 


- S 
Z 
f @e-n4 AA \AH A) =~ 
\J 
- ? 
’ . 


NoR=ecL/erC . 
Dated D “ Di pt j 
Receive 


in 


Registry— Lp HE ; Oclebreq | 


Last Paper 


References 


Fe110S/27% 


(Print) 


(How disposed of) 


ache! 


(Action 
completed) 


Zhe - 


TELEPHONE: CITY i212 (20 Linas) TELEGRAMS:“WIDESPREAD TELEX, LONDON” 


GNION INTERNATIONAL COMPANY 


LTD. 


Inreply pleuse quote I4¢, WEST SMITHFIELD, 


BFCL/CPC. LONDON, E.C.1. 


—np" DEPT.- 
Attention Mr. C.H. Johnston penne EE 


The Under-Secretary of State, F Es 2 1105/37 | 


Foraign Office, 


EOE eee 


LONDON, S.W.l. ond “i October, 1952. 


mare / fe when 


Further to our letter of the 29th ult. and following the 
writer's interview with Mr. C.H. Johnston, the undernoted cable 


was despatched by us to Mr. Marshall at Tientsin on the 29th 
september 


‘P YOUR LETTER 146 BY INVITATION CNIEC LAMB WAS INTENDING 
VISITING BERLIN EARLY OCTOBER PROPOSING CONTRACT 25000 
TONS FROZEN EGG SHIPMENT UK 1953 ON BEHALF MAIN IMPORTERS 
WHO sT LAST IMPORTERS MEETING CONFIRMED COULD NOT AGREE 
MORE THAN 75 PERCENT AT TIME FOB BALANCE AFTER ARRIVAL 
AND INSPECTION HERE IN VIEW OF RISK OF QUALITY FULLSTOP 
AFTER FULL CONSIDERATION YOUR LETTER AND WITH VIEW OF 
MEETING FAB DESIRES THAT THE TIENTSIN WORKS SHALL 
CONTINUE TO OPERATES AND AS MEANS JOINTLY OVERCOME 
DEADLOCK CONCERNING TIENTSIN WORKS AND QUALITY RISK 
OF CARGO YE PROPOSE FOLLO’VING FOR SERIOUS CONSIDERATION 
BY CORPORATION 


WE TO CONTRACT 10000 TONS SHIPMENT 1953 £215 PER TON 
FOB PAYMENT 90 PERCENT AT FOB BALANCE TO BE DEPOSITED 
WITH BANK OF CHINA LONDON IN OUR NAME SOLELY FOR PUR- 
POSE MEETING ANY POSSIBLE CLAIMS AND TO BE RELEASED 
ON ACCEPTANCE CARGO FULLSTOP WE TO BE ALLOWED SEND AN 
AGREED NUMBER OF INSPECTORS TO CHINA TO WATCH QUALITY 
DURING PRODUCTION AND PRIOR TO SHIPMENT 


THE CORPORATION TO PURCHASE TIENTSIN WORKS INCLUDING 

ALL MACHINERY PLANT AND EQUIPMENT STORZS AND MATERIALS 

ETC AND ASSUME RESPONSIBILITY ALL LIABILITIES AS SET 

OUT IN YOUR CORRESPONDENCE FOR 5000 TONS FROZEN EGG TO 

BE SHIPPED 1000 TONS ANNUALLY AS FRE CARGO COMMENCING ‘ ° 


1.1.53. AS AGREED PROPORTION EACH SHIPMENT MADE \ 


‘pa 
a 


6. Under~Secretary of State. 2nd October, 1952. 


—_ «<a —_ oT aw Sse Sea a 


a ea 


3. WE TO DO OUR UTMOST ARRANGE OTHER IMPORTERS CONTRACT 
FOR 1953 SAME BASIS AS (1) ABOVZ THEREBY MAKING 
TOTAL CONTRACT 25000 TONS 


TELEGRAPH CORPORATIONS VIEWS WE CAN THEN GO INTO 
DETAILS VE PREPARED NEGOTIATE THROUGH YOU BUT IF 
CORPOR#TION WISH WE WILLING NEGOTIATE IN BERLIN iR? 
You are fully acquainted with the pressure which is being 
exacted by the Chinese authorities on our Companies in China 
and it is solely on account of such pressure that we have now 
been prompted to make the offer set out in the above cable. 
We wish you to clearly recognise that we are acting under 
pressure and that our doing so does not in any way prejudice 
any claim we may later need to put forward as a result of the 
present situation in China. 


We are, Sir, 
Your obgg@ient Servants, 
THE UNION INTERNAZIONAL COMPANY, LIMITED. 


FO 371/99295 


British business interests 
in China 

(1952) 
(Folder 14) 
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Mr. Bumstead 
No. 267 D. 3.54 a.m. 6th October, 1952 
30th September, 1952 R.12.52 p.m. ore 1952 


CONFIDENTIAL [keel 5/3173 | 


Ada@ressed to Peking telegram No, 193 Saving of 0tr—— 
Repeated for information to Foreign Office 


notes Kong 
Your telegram Ne, 752 to Foreign Office: Jardine 


Matheson and Company, Fe nos] 363 


At the time of my saving telegram No, 187 I had merely 
read the plan in the company's office: it is only today that 
they have given me a copy. 


2. Point (c) reads as follows:- 


"By a transfer of properties against local obligations 
and liabilities. Conditions of transfer to be a matter of 
negotiation but terms of settlement should in any event include 
provision for sufficient funds being made available as and when 
required to meet Jardine Matheson and Company and Jardine 
Engineering Company Limited Shanghai's [grp undec ? loeal] 
obligations and liabilities” Jardine Matheson and Company 
centend that this does not mean all assets against all li- 
abilities. They have now verbally informed the 1 companies 
with whem they have joined the recent Tientsin negotiations 
ef the terms of the present plan and have been at seme pains te 
stress this interpretation of Point (c), Jardine Mathesen and 
Company may be satisfied now with their own argument: but in the 
face of precedents already established and the Chinese readiness 
to aceept a let in exchange for a little I doubt whether they 
will be able to enforce it in practice, ~ 


3. Jardine Matheson and Company have instructed their 
representative to present a similar plan in Tientsin. 


Foreign Office please pass te Heng Keng as my telegram 
Ne. 92, | 
[Copy sent te Celenial Office fer repetitien te Heng Keng] 


DISTRIBUTED TO: 
China and Kerea Department 
Econemic Relatiens Department 
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COPY, 

BY SAFE HAND BRITISH CONSULATE GENERAL, 
SHANGHAI. 

CONFIDENTIAL. 


27th August, 1952, 
No. 291(31/2/138/52). ) 


Your letter 7 to of 14th 
August, i952, 


Le This subject has to some extent been overrun 

by and become mixed up with later developments, 

in particular those reported in our savingram 

a 2 of August 23rd and our S/O letter No.2 
72/137 /52) of 27th August, 1952. F 


Oe I quite agree, however, that it would be 
well for us to have a ready and rapid means of 
reference to the withdrawing firms, and I think 
we should be able satisfactorily to operate the 
simple code as you suggest if the need arises. 


: 


Yours ever, 


(Sga) Kenneth Bumstead. \ 
R 


L. H. Lamb, E8q. » CMG, O. BE, 


H.M. Chargé a’A 


Affaires, 


British Embassy, 


PEKING. 
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BRITISH EMBASSY, 
PEKING. 


Sth September, 1952. 


RESTRICTED 


Dear Department, 


Your letter FC 1105/302 of August llth about 
Thomas Cook's three safes. 


2. We were approached direct by their Hong Kong office 
about this and perhaps it will be easiest if we enclose 
@ copy of our reply. We do not want to be encumbered 
with these safes which might only prove a source of 
embarrassment, but when the time comes we may well have 
to render this free storage service. 


Yours ever, 


PUANCERY. 


China and Korea Department, 
Foreign Office, 
LONDON, S.W.1. 


LHL: hv 


(C.G.1461/5/52) Office of H.B.M. Charge d'Affaires, 
UNCLASS IF IED 1, Hsing Kuo Ia, 


Peking, 
12th August, 1952. 


Gentlemen, 


I have considered the request in your letter of 19th July 
last, ref, H.K.BCH.757, that three safes containing your former Peking 
office records now in the care of the local branch of the Hong Kong 
and Shanghai Bank might be placed in the custody of Her Majesty's 
Embassy in the event of the Bank's liquidation. 


I am for obvious reasons reluctant to undertake such 
commitments, particularly as this Mission is already embarrassed by 
the amount of furniture and effects stored here in consequence of 
the Japanese occupation, which take up much valuable space and are 
proving difficult to dispose of owing to the loss of contact with 
the owners and other circumstances. 


For these reasons I do not feel in a position to give a 
definite advance undertaking to take over these safes and would thus 
prefer to defer any decision until the problem actually arises. The 
most I am prepared to say at present is that as the contents represent 
the papers of a British firm they are not to be regarded in the same 
category as furniture or personal effects and are therefore entitled 
to consideration on a different basis. On this account I can at least 
assure you that when the time came the matter would be sympathetically 
examined in the light of existing circumstances. If it seemed likely 
that the safes could be transferred to the Embassy premises without 
difficulty either to the local representative of the Hong Kong and 
Shanghai Bank or of this mission, I would probably elect to extend this 
assistance. 


Would you please note for future guidance that communications 
sent through the mail to addresses in China are liable to examination by 
postal censorship organs. Any letters addressed to me which contain any 
matter of confidential nature or capable of affecting other individuals 
etc., should therefore be sent to me "c/o G.W, Aldington, Esq., 0.B.E., 
Colonial Office, Hong Kong." marked "for favour of transmission". 


(L.H, Lamb) 


Thomas Cook and Son, - 
Queen's Building, 
Hong Kong. 


a. s a: 2 oe oe 


. 
THOS. COOK & SON | 
— 
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5th November, 1952. ™ 
HAS 


From the Secretary 


a 
x 


a ae 
The Under-Secretary of State, Po f 
Foreign Office 
London, 19 2 ot 8 off) 


S.W.1l. 


Sir, 

I acknowledge receipt of your letter of the 
3rd November, referenced FC 1105/380, and am 
obliged to you for having sent me a copy of the 
letter which Her Majesty's Charge d'Affaires in 
Peking addressed on the l2th August to the Manager 
of our Hong Kong office. 

Yours faithfully, 


"= BNOY 1959 


‘ * 
et - 


(14487) 2/52 D.L. 


z 
O 
cc 
< 
> 2 
2 
L 
- 
é 
Zz 
E 
oc 
> 
WwW 
io) 
O 
ae 
O 
a 
L 
- 
O 
Zz 


Registry 
No.FC 1105/380 


Top Secret. 


Secret. 


Confidential. [J [UcK 


Restricted. 34 / (0 
Open. 


Draft.letter to 

the Secretary, 

Thomas Cook and 
son Ltd., 


PA 
ner kude, Street, 


Piccadity, W.1. 


Sir, 
> 
Wtih reference to my letter FC1105/ 
302 of the llth a@f August about the 


safes belonging to your Peking office, 


I am etc., to enclose a copy of a letter - 


on this subject addressed to your 


Hong Kong office by H.M. Chargé d'Affaires 


in Peking. 
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With reference to my letter FC 1105/302 of 
the 11th August about the sefes belonging to : 
your Peking office, I am directed by lim Seeretary 7 
~~ = “den to enclose a copy of a letter on this 
subject addressed to your Hong “ong office by 
Her Bajesty’s Chargé d'Affeires in Peking. 


I it, 
City, 
: Your obe ient ‘ervant, 


(394) 0H Joknolor. 


oo thal aces wee 


The ‘ecretary, 
Thomas Cook end Son Limited, 
Berkeley treet, 
Plecadily, 
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With compliments of Chancery. 


Reference: C.& Ke Department's letter 
F, C.1105/226/ of 9th July. 


Copied to: Hong Kong. 


16th September, 1952, 
Peking. 


4 CONF ID=NTIAL British Consulate General, 


" Shanghai. 
* BY SAFE HAND 


27 August, 1952. 
No. 290(31/2/137/52) 
{and three copies). 


4 a 
Dear Chancery, ¥e0 $1333 4 


Your S/O No. 237(2251/33/52) ig 
of 5th August 1952 cevering Chine and Korea 
Depertment'’s FC1103/226 of 9th July and your | 
reply S/O No. 508 of Sth August. 


2. We have brought these suggestions 
to the attention of most of the interested 
managers. The whole subject is, of course 

to some extent masked at present by the ex- 
changes ending in our savingram No. 172 of — *fe wos |3z¥ 
23rd August. But as regerds plans for the 
future, the general feeling here is that with 
the broad foundation having been laid by H.M. 
Minister the firms would prefer to exhaust all 
local possibilities, including appeals to local 
authorities above the routine Bureau of Trade 
and Commerce, etc., before invoking further 
Giplomatic assistance. 


Se This, of course is merely the view 
of the Shanghai representatives, and perhaps 
you would consider taking this question of 
tactics further in London and Hong Kone. For 
the present the airing it has been given here 
has merely strengthened the assurances from the 
firms that they will keep H.M. Consul-General 
informed of any extra-routine steps they may 
contemplate taking. 


Yours ever, 


SHANGHAI CONSULATE GEN®RAL. 


The Chancery, 
British Embassy, 
‘PEKING. 
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CONFIDENTIAL. 


TO: China & Korea Department, 
Foreign Office, 
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With compliments of Chancery. ~~ 


Copied to: Shanghai No.272. 
Hong Kong No. S/O 579. P 


Fowos\s> 
Reference: Peking telegrefi to Foreign 
Office No. 717 of 9th 
September, 1952. 


10th September, 1952, 
Peking. 
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British Consulate General, 
Tientsin. 


lst September 1952. 
Confidential } aa , 
No 252 (4738/34A/46) Ve (103/233 


/ 
Dear Crowe, 

With reference to Chancery letter no S/0 505 
(2251/33/52) of the 5th August 1952 to the China & Korea Department, 
I have spoken with the managers of local British firms, and all are 
agreed upon the advisability and possible helpfulness of assistance 
by H.M. Charge d'Affaires at Peking, and upon the desirability of 
their requesting such assistance before local government departments 
have taken adverse decisions or before the attitude of these depart- 
ments and labour unions has hardened through delay in offering as 
reams opposition as possible to the predatory schemes against the 
firms. 
2. Soon after I arrived at Tientsin in September 1950, remarks 
were made at a British Chamber of Commerce meeting, of which Mr 
Telfer, manager of Butterfield & Swire, was then chairman, that the 
Chinese authorities should never be given an impression that British 
firms were "ganging up" upon them to secure a satisfactory settle- 
ment of problems, and that each firm should cope individually with | 
its labour and various difficulties, whether common to others or 
not. This attitude apparently implied also that they should refrain 
from seeking the assistance of H.M. Government as far as possible. 
The local managers, however, have now changed their views. The 
bitter experience of firms in Tientsin, such as Shell, Hongkong & 


Shanghai Bank, Chartered Bank, Jardines, International Export Co. 
and Mackenzie & Company Ltd has shown that their individual dis- 
cussions with the Foreign Affairs Bureau, the Labour Bureau, State 
corporations, and labour unions are accomplishing nothing towards 
satisfactory settlement of their problems and preservation of some 
of their rightful interests. The atmosphere of discussions has 


worsened latterly, and British managers usually encounter either 
stony silence, or intransigeance and arrogance. Questions of dis- | 
missal of redundant employees, claims for higher wages or extort- 
ionate severance payments, and matters arising from liquidation 

are frequently shelved by the authorities for later "consideration" 
or are referred back for intermimable and fruitless discussions 
between management and labour union. These delays involve the firms 
in additional losses and maintenance expenses. The basic labour 
unions, on the other hand, have from the start of the struggle 
definitely worked together to fleece the managements of British 
firms, and as they are the new democratic leaders, it is not im- 
probable that local government departments are unwilling and even 
afraid to restrain their claims within any definite bounds. 

3 So far as Tientsin is concerned, the Chinese authorities seem 
now intent on despoiling British nationals of their real property 
as well, and for example there are the cases of the Yee Tsoong 
Tobacco Company, who were practically forced into the surrender of 
their assets, the International Export Company (Tientsin) Ltd, 

Mrs Warmsley, the Court hotel, and Mackenzie & Company Ltd. The 
last company has been trying to sell its plant for some time but 
makes no progress. Liddells, incidentally, who concluded an agree- 
ment for the sale of their plant about a year ago, are now gradually 
receiving export cargo in payment. Jardines have extensive property 
here, but on instructions from Shanghai have not yet taken any ster 
about its disposal by sale, lease or otherwise; similarly the I.C. 
(China) Ltd. The two British banks would like to sell their build- 
ings, but the local managers believe they have no chance of receiv- 


ing 


C.T. Crowe Esq., 
British Embassy, 


Peking. 


permission to do so, and their proposals to neZotiate a lease have 
long been blocked by the Foreign Affairs Bureau. Even prospective 
tenants for rooms in their buildings that fall vacant are, they 
feel certain, frightened off by this Bureau. 
L, The letter of the 19th August which the managers of five 
local British firms addressed to the Military Control Commission was 
the first attempt here at a new and common approach towards a solut- 
ion of their disputes with labour, and they also requested such 
simultaneous support as H.M. Minister might be able to give. Their 
Shanghai managers, however, immediately directed that while they 
wished H.M. Minister to be kept informed, they did not want his 
support requested. No-one in Tientsin has any information that 
makes this surprising attitude intelligible. The five managers were 
summoned to the Foreign Affairs Bureau on the 29th August and informe 
that the Military Control Commission had passed their letter to the 
Bureau for attention and reply. The director of the Bureau presided 
at the interview, and he gave an oral reply (nothing of course in 
weiting) in the form of a lecture, which was translated into English 
by a member of his steff. I enclose a record of the interview made 
by Jardine's Chinese translator, which according to the British 
managers is full and accurate. 
5. The main object of the managers’ letter was not only to 
inquire the interpretation of the regulations governing labour- 
capital relations particularly on severance payments, but especially 
to find out whether the higher authorities were prepared to impose 
a limit on labour's demands for severance payments; a limit which 
for instance might exclude a claim such as that made by one of 
Jardine's large staff, who after service of one year and a half with 
the firm now asks for the equivalent of 14 years wages as a pay-off. 
The director, however, gave no indication that any statutory or 
administrative restraint on labour would be introduced, and he said 
his reply would deal in general terms only with government policies 
respecting labour-capital relations. After a discourse on aspects 
of modern social philosophy in China, such as everybody has heard 
beZore ad nauseam, he reached his conclusion that the British man- 
agers, in order to solve their diffioulties, must negotiate with the 
workers with the greatest sincerity, on the basis of fairness and 
reason, and in accordance with the Military Control Commissions 
regulations. He gave no definition, clear to the managers at least, 
of what the vague abstract terms "fairness" and “reason” would mean 
precisely in the circumstances, and his interpretation of the spirit 
of the regulations gave the distinct impression that as the British 
firms were wealthy and the workers would be hard hit by their 
liquidation, the managers should sincerely make amends to the workers 
and pay them well. He declared that the People's Government gave 
due consideration to the interests of capital, and that labour's 
demands were put forward only as a basis for discussion. He ignored 
the important factor at contribute largely to the difficulties 
of British firms, viz,,while the demands put forward may be a basis 
far discussion, the labour unions rarely agree to modify their 
demands, that the Labour Bureau procrastinates seriously before 
agreeing to mediate or arbitrate in the labour-capital dispute, that 
until a settlement is reached the foreign merchant must continue to 
pay wages and will not receive an exit permit, th&t the labour 
unions are well aware of these eh ty and confident of no 
impediment from the authorities are free to spin out discussions 
indefinitely and thereby force the British managements into virtual 
surrender. It is possible that the letter from the British firms 
may result in official directions being given to the labour unions 
to be more reasonable, and to the Labour Bureau to be more exped- 
itious in applying the machinery for settlement, but I doubt it. 
6. Many of the difficulties now met by British firms in liquid- 
“ee at Tientsin are common to them all, and in my opinion their 

— chance of escaping from the toils, and that not a good one, 

y their acting together whenever possible and also seeking such | 

ped J support as Her Majesty's Government can teh them. I cannot 


believe that they would thereby suffer greater harm, or be 
reduced to a more distressing state of humiliation and subjection 
than they are now in, and they might as a result discover that 
there was some meaning for them in the promise fo the Vice- 
Minister of Foreign Affairs that questions arising from liquid- 
ation might be settled expeditiously and reasonably on the merits 
of the case and in accordance with the regulations. The discourse 
of the director of the local Foreign Affairs Bureau has not so 
far revealed the slightest intention to implement these fine- 
soun@ing words. What course the firms wish to follow is a matter 
for their head offices to decide, not the managers at Tientsin. 


Yours ever, 


E.W. Jeffery. 
Consul General. 


P.S. I omitted above th draw attention to an important point 
in the remarks of the director of the Foreign Affairs Bureau 
concerning agreements between labour and capital on wages and 
conditions of service, the signing of which is continually urged 
by the Chinese authorities. The director indicated that if the 
workers ( and inferentially the management either) feel thet the 
circumstances under which an agreement was signed have changed 
they may ask for a revision, and thereupon the signed agreement 
is automatically no longer valid. Given the present mood of the 
labour unions towards British firms, an agreement might therefore 


be valid for a day only, and there really seems little point in 
ever signing one. 


r 


INTERVIEW WITH MR. CHANG, DIRECTOR OF THE 
FOREIGN AFFAIRS DEPARTMENT. 


10 a.m., August 29th, 1952. 


At this interview, Mr. Chang Wen-ching, Director of the 
Foreign Affairs Department, Tientsin received the managers or 
agents of the following British firms and banks that are apply- 
ing for permission for closure: 


Jardine, Matheson & Co., Ltd. 

Ahnlee Export Co. 

Hongkong and Shanghai Banking Corporation. 3 

The Chartered Bank, 

The Imperial Chemical Industries (represented by a Chinese 
staff member). 


Mr, Chang referred to the letter submitted by the five 
firms on 19th August 1952, and said that this letter had been 
forwarded by the Military Control Mission to the Foreign 
Affairs Department for appropriate action. As the contents of 
this letter touched upon the question of paying off the staff, 
which is a labour-capital problem, concrete disposal of the 
question can only be effected through the Labour Bureau who 
are the competent authorities in this respect. 


However, Mr. Chang continued, since the letter requested 
guidance and interpretations in general terms with regard to. 
government policies in this connestion, he would talk along 
general lines as requested by the letter. 


Having received the letter, he said, the Foreign Affairs 
Department instituted investigations for purposes of fact- 
finding. 

"Aecording to my understanding, the problem is that there 
exist disputes with regard to the method of pay-off. In cer- 
tain instances, this problem has existed for quite some time, 
In the case of Jardines, for instance, this problem existed 
as far back as 1950. At that time, the Management of Jardines 
brought up their terms for the discharge of staff, to which 
the Labour have not yet agreed up to now. Several discussions 
have since taken place between the Labour and the Capital, but 
no agreement has been reached.” He asked, “I do not know whe- 
ther my understanding is correet or not." 


Mr. Kidd replied, "No, it is not correct. On 7th February 
1950 a Labour/Capital Agreement was entered into by the Labour 
and Capital of Shanghai, which was meant to cover all the en- 
ployees of the firm in China. This agreement was later accept- 
ed by the Tientsin staff, and since then all pay-offs and 
retirement of the Tientsin staff have been arranged according 
to this agreement. 


"Early this year, the Labour Union proposed to change this 
agreement. The matter was referred to Shanghai, whieh is the 
office governing all the firm's affairs in China, and Shanghai 
refused to re-open this question for discussion. 


wmesttore, the agreement of 7th February 1950 is still valid 


unless and unti 


Mr. Chang said, “As I understand, the Shanghai Agreement was 
only signed by the Capital and Labour of Shanghai. It did not 
stipulate that it would also apply to Tientsin, but was primarily 
meant for Shanghai." 


"The Labour Union of Tientsin have accepted this Agreement 
in writing," Mr. Kidd pointed out. 


a new agreement is entered into by both parties." 


- 2- 


® "The workers of Tientsin have expressed their agreement to 
this scheme, but it is valid only after it is duly signed by both 
parties. In fact, it has never been signed, nor has it been duly 
registered with the Labour Bureau of Tientsin. 


"The Agreement was made only for Shanghai, and only in this 
sense the Labour Bureau of Shanghai could approved it because the 
Labour Bureau of Shanghai have no authority to approve of anything 
that would apply to Tientsin or any other sity." 


Mr. Kidd admitted that the Agreement was not signed in Tientsin, 
but he again pointed out that at that time the Labour Union sugges- 
ted that it did not have to be signed, as they thought it was suffi- 
cient for the Management to announce the scheme by a circular to all 
the departments. 


Mr. Chang said, “however, it is an established fact that the 
Agreement was not signed by the Labour Union in Tientsin." 


Mr. Kidd again contradicted, "but in effect the Labour Union 
have accepted this Agreement, as all pay-off and retirement of 
staff sinee 1950 have been effected on the basis of the terms of 
this Agreement." 


Mr. Chang said, "I wish to state that your Labour Union told me 
that, since they aid not sign this Agreement, be | do not recognize 
this agreemeht, and they have never, in the capacity of the Labour 
Union, recognized the disposal of certain individuals cases in ac- 
cordance with this Agreement." He then continued, "at this meeting, 
I em not prepared to go into the details of any specific problen, 
which must be left to other competent authorities for disposal." 


He resumed his speech as follows:- 


In the case of the Hongkong Bank, according to our understand- 
ing, an agreement concerning the discharge of staff was signed in 
September, Later, the Labour Union brought up different opinions 
and proposed a revision of the original agreement. There has been 
no progress in discussions, 


The Chartered Bank also brought up the question of paying off 
the staff at about the same time, but owing to a difference of 
opinions no settlement has been reached. 


The I.C.I. raised the question of pay-off in July of this year. 
The Capital side stated their terms. The Labour put up their counter- 
demands on the 2lst inst., namely two days after your letter was 
submitted to the Military Control Commission. There has been only 
one discussion. No settlement. 


The same questions arose éra Anlee in early in July. There has 
been one or two discussions. No result. | 


This is the general situation as I understand it. I wonder if 
any of you gentlemen would want to make any supplementary remarks -- 
remarks only on the general situation, not on details or sconerete 
problems as these fall within the jurisdietion of the Labour Bureau. 


In response to this question, Mr. Kidd quoted Articles VI and 
VII of the "Provisional Regulations Governing Labour/Capital Rela- 
tions" promentes by the Military Control Commission, which allow 
the Capital discharge employees under certain circumstances and 
whieh stipulate that at the occasion of such a discharge a discharge 
pay at half to 3 months® salary should be paid to the discharged 
employee. He said that all the firms represented at this interview 
were willing to pay off their staff on terms better than the regu- 
lations. "In case we have labour/capital agreements, we would of 
course pay according to the agreements, If not, can we pay on the 
basis of the standard of the Regulations? The Labour Union's de- 
mands have been both exhorbitant and unreasonable, while the Mana- 


cement are quite willing to arrive at a fair and reasonable settle- 
ment, 


» 3.« 


which would be better than provided by the Law. In the case of 
Jardine, Matheson & Co.,Ltd. the Labour Union do not admit there 
has been any agreement with the Capital, then we can only settle 
the question by following the Law, which appears to us to be the 
only correct way." 


Mr. Rynd of the Hongkong Bank stated that their Labour Union 
put forth their additional demands over and above the original 
agreement on the 19th of December 1951, and the matter was re- 
ferred to the Labour Bureau on the 29th of December. Since then 
there has been no reply from the Labour Bureau, and the matter 
has been delayed for a long time. 


Mr, Chang said, “acting on your request in the letter, I 
would give the following explanations and answers in prineiple 
and along general terms." (Speech follows) 


Firstly, I wish to point out the Provisional Regulations 
Governing Labour/Capital Relations of the Military Control 
Commission have laid down a procedure for the settlement of 
labour disputes. When a dispute arises, efforts should be 
made to settle this dispute through direct negotiations and 
consultations between the Labour and the Capital. If no 
settlement can be reached after several discussions, the matter 
may be referred to the Labour Bureau for mediation. If media- 
tion does not bring any result, application should be made to 
the Labour Bureau for arbitration. In case all these means 
should fail to yield a result, the Court as a final resort 
should be requested to make a judgment. 


Why was this procedure made? The reason was, at the time 

of the Liberation, the already complicated labour/capital 
relations had been rendered more complicated by the Kuomin- 
tang regime. The conditions in any given firm were different 
from those of another firm. For this reason, it was impos- 
sible to lay down any fixed, rigid rule; only regulations in 
principle could be made, 


The People's Government that appeared after the Liberation 
not only take into account the interests of workers but also 
give due consideration to those of Capitalists. Unlike the 
Kuomintang Government, the People's Government could not 
work for the one-sided benefit of capitalists. 


Experiences gained by the People's Government over the past 
three years have proved that the above procedure is a good 
method, as it can enable both Labour and Capital to give full 
consideration to all the issues involved in a dispute. Facts 
bear testimony that most disputes can be settled through 
negotiations or discussions, as only an extremely small nun- 
ber of cases have been settled through the mediation or ar- 
bitration by the Labour Bureau and a still smaller number 

of cases, by judgment by the Court, 


This conclusion is not only true in the case of Chinese enter- 
prises but in the case of foreign merehants. In the past, 
most of the disputes involving foreign merchants were settled 
through consultations. Even recently two other British firms 
have had their labour disputes settled through negotiations. 


All this goes to prove that the procedure laid down by the 
Regulations is correct. 


For this reason, my first impression after reading your letter 
is that you doubt very much the effectiveness of such a pro- 
cedure of negotiations. 


My impression is further strengthened by the fact that you 
thought there was no way for settlement and you wrote to the 
Military Control Commission for action before some of you had 


really started negotiations with your Labour and even, in 


a 


in one certain instance, befone your iabour had put forth 
their demands. This appears be very strange to me. 


As for the difference, and a wide difference, of opinions 
between both parties, this is nothing to be surprised at. 
Rather, this is the natural law of such things. 


It is impossible for both parties to have an agreement of 
opinions at the very beginning, it is even impossible for 
the opinions to be close. And just because of this reason, 
negotiations become necessary. 


If this stage of negotiations is skipped, then on account 

of the different and complicated Labour conditions in each 
firm, it would be difficult for the Labour Bureau to give 

a reasonable arbitration. 


Only settlement reached through this procedure can be satis- 
fastory to all parties concerned, 


You gentlemen felt that it was impossible to arrive at any 
agreement because of the wide difference of opinions, But 
in fact, there have been many instances where satisfactory 
settlement is reached through bilateral efforts madg by 

the Labour and the Capital, in spite of the wide difference 
that existed at the beginning of the disputes. | 


Secondly, you quoted in your letter Articles VI and VII of 

the Military Control Commission Regulations. Just now, the 
Menager of Jardine, Matheson & Co, has also repeated these 

articles. 


But you did not quote the whole text of these articles; there- 
fore, you have distorted these articles. 


You have only quoted the first half of Article VII. However, 
in the second half of the same article there is the provision, 
"original provisions in excess of this standard shall remain 
to be valid.* I wish to point out that this provision is of 
particular importance to foreign firms, for only by keeping 
this clause in mind can you have a correet understanding of 
the Reguletions. 


Under what circumstances were the MCC Regulations drafted? 


As we know, under the rule of the KMT, workers lived under 
untold pressure, and there was no guarantee for their liveli- 
hood. With the Liberation and the overthrow of the KMT Regime, 
the standard of living of workers should have been greatly. 
improved on the merits of their labour and work. However, 
during the rule of the Kuomintang, economic conditions had 
been reduced to complete confusion. Immediately after..the 
Liberation, the enterprises of capitalists were not fully 
restored or developed; therefore, it was necessary to give 

due consideration to the difficulties of capitalists also. 


For this pra t| we could only give a minimum consideration 


to the most h ressed workers by providing for them a 
discharge pay at @ to 3 months’ wages at the time of their 
Gischarge. The first half of Article VII applies to this — 
category of workers and capitalists. 


On the other hand, there are other enterprises that give 
better treatments to their workers because they demand great- 
er intensity of labour or better quality of work from their 
employees, or because they are financially in a superior pesi- 
tion. These firms cannot quote the first half of Article VII 
as a pretext to abolish their original conditions or to lower 
their treatment of their workers. 


The second half of Article VII is meant to apply to the latter 
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category of workers, workers or employees that are better 
paid. (Still, they cannot be said to be well paid, especial- 
ly in comparison to their foreign colleagues. } 


It does not follow that the Government does not consider in- 
terests of capitalists. It still does. The Government has 
not called upon them to increase salaries or remunerations for 
their staff members, it only insists that capitalists should 
at least maintain their old treatments of their employees. 


As such "old treatments" differ in different trades, it is 
impossible to lay down any fixed rule. On the whole, "old 
treatments" should be those allowed by the same firm itself 
or, in the absence of such, allowed by another firm of a 
similar nature, 


Thirdly, you accused in your letter the Lahour Unions of 
breaking their agreement. I would like to analyse this ques- 
tion by the following points:- 


(1) Of the firms represented here today, only one firm has 
reached an agreement with their Labour. So, this question 
does not apply to the other four firms, 


2 (2) The second point is: Can agreements be revised or changed? 
We know that any We cannot say as a fixed rule that an agreement can be 
agreement is changed or it cannot be changed. But there must be certain 
signed under a conditions for the revision of an agreement. Owing to the 
set of special change of circumstances, one party may propose the cancel- 
circumstances. lation or revision of an agreement, and the agreement can 
Often we find be cancelled or revised provided that mutual consent is 
the circumstances obtained through negotiations, 
under which an 
agreement has The revision of a labour/capital agreement must also fol- 
been signed have low the procedure for the settlement of Labour/capital 
changed, and in disputes, One-sided revision of an agreement in disregard 
these conditions of this procedure is not to be allowed, 
the agreement 
can naturally On the other hand, it is nothing strange or to be surpris- 
be changed also. ed at for either party to propose revising an agreement 

after it is duly signed. 


As we understand, such a question exists in the case of 
the Hongkong Bank. Two days after a labour/capital 
agreement was signed, the Management of the Bank announced 
their intention to close. 


(At this point Mr. Rynd of the Hongkong Bank interposed 
that the agreement in question was reached as a result 
of previous negotiations and on the request of the staff. 
"The staff signed the agreement on September 13th. But 
as I was just then informed that the Bank was to close, 

I did not counter-sign the agreement but told the staff 
of the Bank's decision, asking them to consider the mat- 
ter over the week-end as I wanted to avoid possible dis- 
putes. Later on, the Labour Union Chairman came to see 
me, asking me to sign it, which I did on the 17th Septenm- 
ber only on his request, 


(Mr. Chang said that he would try to understand the situa- 
tion better. The story he heard was that the workers did 
not know that the Bank was closing when they signed the 


agreement. “However,” he said, “this is not too important 
a question."), 


After the signing of the agreement, if the Labour feel that 
‘the situation has changed, they may ask for a revision. If 
the Management consider the Labour's understanding has been 
wrong, they may explain to the workers and convinee them 
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that they are wrong. If the situation has indeed been 
changed, the Management should give earnest consideration 
for the revision of the agreement. 


Furthermore, in this particular instance, the workers, al- 
though they put forth new demands, did not one-sidedly throw 
overboard the original agreement completely. 


Another point. In the letter you indicated that an agree- 
ment once signed must be carried out to the letter, and no 
revision can be made. On this basis you blamed the workers 
for breaking agreements. 


May I ask: Have the Management always carried out their 
agreements without revising them? 


According to my understanding, in other questions some of 
the Management have signed agrvements and later have tried 
to abolish such agreements one-sidedly by means of adminis- 
trative authority. 


In short, disagreement to an already-signed agreement may 
be brought up, and it is unreasonable to abolish an agree- 
ment one-sidedly. 


It gan be seen from the foregoing that you have misunder- 
stood or distorted the spirit and the terms of the MCC Regula- 
tions. 


Zt requires a sincere and earnest attitude from both the Labour 
and the Capital for the settlement of any dispute. If either 
side could not grasp the spirit of the Regulations, they could 
not be expected to have the required sincerity and then they 
would naturally encounter difficulties. Thus, it would indeed 
be impossible to reach any settlement through the normal chan- 
nels, as you stated in your letter. 


Particularly ic a question like the pay-off of the staff, from 
the Capital is required a greater sincerity and earnestness. 
For this is a demand put up by the Capital, and the last demand 
by the Capital. 


As for the Labour, they would face the problem of unemployment 
after being discharged, and they would encounter many difficul- 
ties in their livelihood. This is especially true in the case 
of workers who are old in age and who have worked for a long 
time in foreign firms. The experiences and knowledge they have 
gained from working with foreign firms can hardly make them fit 
for positions in new organizations under the People's Government. 
Therefore, the problem of re-employment is an extremely diffi- 
cult one for them. And it is quite understandable that workers 
should regard the problem of discharge as a matter of life and 
death. 


ohh I do not mean to say the Capital should be held fully 
b 


responsible for the workers’ livelihood henceforth. I only mean 
that the Capital should give due consideratioh to the Labour. 


The purpose of this meeting today is for me to give some explana- 
tions as requested in your letter. I believe after hearing what 
ZI have said you can draw the correct conclusion yourselves. This 
is: To negotiate with the workers with the greatest sincerity 

on the basis of @airness and reason, and in accordance with the 
MCC Regulations. 


Difficujties are certainly to be expected, they are unavoidable. 
For not the interests of one party alone but those of both par- 
ties have to be taken into consideration. It is always easy to 


give consideration to the interests of one party, the Labour 
or the Capital; in whieh case no negotiations would be necessary. 


Je 


Difficulties would arise because the interests of both parties 
are involved; negotiations become necessary just begause of this 
reason. 


Past experiences have proved that nearly all problems can be 
settled through negotiations and disoussions. 


Both parties during the discussions must assume an earnest attitude 
and must gorreotly understand the Regulations of the Military Con- 
trol Commission. 


We have also tried to find out the attitude of the Labour in re- 
gard to this problem. To the workers, just as I have said, being 
paid off is a bitter thing, and re-employment to some of them pre- 
sented a most difficult problem. But they also understand, since 
their firm want to close, tiie question of pay-off would naturally 
arise. To be paid off is unavoidable and they have no intention 
to obstruct such pay-off. 


What they ask for are fair and reasonable terms for pay-off. 


Of course, there is a wide difference between the terms of both 
parties, and a very wide one at that. But the workers have made 
it clear that their terms are not final; they serve as a basis 
for negotiations. In the meantime, they have expressed they will 
take the terms of the Capital as a reference, 


They do not refuse to discuss the question. If the Capital have 
decided to close, they do not refuse discussing with the Capital. 


They have also felt the distrust on the part of the Capital that 
any question can be settled through negotiations, They likewise 
felt the distrust of the Capital with regard to the workers. It 
is this distrust that has made progress difficult. The final pay- 
off is a question brought up by the Capital, and a question over 
which the Capital are most concerned; therefore, the Labour can- 
not be expected to adopt a more active or positive attitude than 
the Capital. On this account, the:Latour are prepared to show 

as much sincerity as the Capital would show. 


I believe if you have had a correct understanding of what I have 
to say, I have every confidence that you will be able to settle 
your problems in accordance with the MCC Regulations. There is 
no difficulty that cannot be conqueped. 


In conclusion I wish to repeat that my :smarks are limited to 
general interpretations in principhe. The settlement of details 
and concrete points does not fall within the jurisdiction of the 


Foreign Affairs Department, but is the authority of the Labour 
Bureau. 


Mr. Kidd then thanked the Director on behalf of those 
present for the time and effort he had put in and expressed his 
readiness to make an effort to settle the problem in question 


through negotiations with the Labour Union according to the basis 
of the MOC Regulations. 


Mr. Chang said that Mr. Kidd's understanding was correct, 
but that the firms should also negotiate according to the spirit 
of the Regulations. 


The meeting came to an end at 11.50 a.m. 


San ee, Ae ee 
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Dear Johnston, eri} cing = cnos/eey 
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Thank you for your letter of 27th September about 
the closure of British firms in China. It is a most 
useful sunnary of the present situation. 


hy doubt is whether we are right in coming to the 
conclusion that there is nothing to do at present. Lamb 
has consistently made it clear that his own inclination would 
be to continue to make representations as appropriate. 
The advice of the people in Shanghai and Tientsin has however 
been that any intervention by Peking might prejudice them 
in their own negotiations, The fact is that it is now three 
months since the supposedly favourable Chinese response and 
the local negotiations have got nowhere. It is hard to 
see how an intervention by Lamb could have made them go 
worse. 


Altogether I wonder whether we are not doing less 
than justice to Lamb and more than justice to the firms 
and their mouth=-pieces in the China Association. Ll am 
impressed by the general point that we ought not to lose 
momentum and I would have thought that it would be quite 
appropriate to refer at this stage to the note of July 5th 
and particularly to paragraph — seems to be a 


+ S99 t Palo ’/perfectly 
C. H. Johnston, Esq, 
Foreign Ofiice, 
Downing Street, 
DeWe 1 Ss 


perfectly good peg on which to hang any representations : 
either generally or in particular about the demands for j; 
severance paye 


Whether this would mean resuscitating the paper for 
the E.P,.C. or whether you could invite the China Association 
to have another think, rather on the ground that the local 
chaps have had their chance but nothing seems to have come 
of it, I do not know. However, if you and Serpell, Sidebotham 
and Heasman,to whom 1 am copying this letter, think that there 
is anything in my point that we ought to take the initiative 
agnsn ne doubt you will decide what is the right procedure. 


Yours sincerely, 


SH Lewme | 


S. H. Levine 
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This relates with full documentation 
how the British American Tobacco Company 


& . 
_ £) 
(BAT) have volved in an attempt by ——_—_ 


the Chinesé to seize the property of the 
Midland Investment Company(MIC) which is 

a Shanghai Company owned by five Chinese 
brothers, the sons of Cheang Park Chew 

the founder of the firm, one of whom is in 
Shanghai and the other four in Hong Kong, 


26 The pretence is that MIC is owned by 
Yee Tsoong Tobacco Company (YTT, subsidiary 
of BAT), whereas in fact all YTT's holdings 
in MIC were sold to nominees of.MIC in 
19147, and no other subsidiary #& BAT sf BAT 
itself had any further interest in MIC 
after 19@/. 

56 However the brother in Shanghai {“in view 
of my political reawakening’has claimed that 
MIC is owned by YTT and Tiercken the 
Chairman of YTT has confirmed this 

probably under pressure, Price,a legal 
Qdvertr of YTT. says that in any case, under 
Chinese laws the statement of the Cheang 
brother in Hong Kong could not be questioned 
mr Xie 


if For some reason - perhaps because they 
feel that such a blatant swindle should 

have a lef of white-wash - the Shanghai 
Tobacco Company which/{taking over YTT, and 
which wie#oh of course is an official 

Chinese undertaking, insist that YTT owner- 
ship of MIC £@ confirmed by BAT(Hong Kong) 
or by four brothers in Hong Kong, 


5. BAT's legal adviser in the United 
Kingdom 18 Shaheen se them that the consequences 
of such a would be incalculable 
and might include action damages of MIC 
in Hong Kong, and implication in any 
"teonfessions” made by the Cheang brother in 
Shanghai. The legal advoser sugrested 
a compromise formula by which BAT would 
deny ownership of MIC, but sa that if YTT 
were convineéd according to ldcal law, 
tuat this denial was incorrect, then no 
further @é was required than that 
already held by YTT to transfer all assets. 
When this was rejected, BAT's legal advisor 
suggested the alternative that BAT confirmed 
to YTT, that authfoity existed for transfer 
to the Shanghai Tobacco Corporation of 
any interest YTT may have in MIC. 


6. YTT reported that this formula was also 
unacceptable and again demanded a definite 
statement of ownership. 


te There the matter rests. It seems_likel 
to result in the indefinite detention Tf some 
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or allfyrr's non-Chinese staff, (7British, 


2 American and one Norwegian). 
’ es er n one Norwegian). / 


as _ am ee 


8. No action is required at present but 
we may be consulted later, Drafts to Mr 
London of BAT and to Chancery Peking. 


(J. McKénzie) 


40th October, 1952 


y 
FORD (Ch 4) 
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WESTMINSTER House, 
7, MILLBANK, 
y mn ON DON, S.W. 1. 
Pe HOS /385-| 
9th October; 1952. 


am enclosing a memorandum covering correspondence 

concerning a snag which has arisen over the transfer of our 
properties in China. The snag is, in effect, that we are 
now being required to transfer property which does not 
belong to us. The whole story would be entertaining but 
for the fact that it Sshews signs of leading to an indefinite 
detention of some or all of our remaining seven British 
staff in China; in addition there are two Americans and 
one Norwegian. Should this tendency be further confirmed 
we would be grateful of your advice and assistance. 

I apologise for the bulk of these papers, which is 
more apparent than real. If any part of this story seems 
obscure to you please let me know, and I will do my best to 


enlighten you. 


T Pes Jha tte Ly 
DV/ Tt [Paar 
oe a descel 


C. H. Johnston, Esq., 
Far Eastern Department, 
Foreign Office, 

S.Wel- 


Knclosures. 
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MEMORANDUM. 6th October, 1952. 


MIDLAND INVESTMENT COMPANY LIMITED 
and 
YEE TSOONG TOBACCO COMPANY LIMITED. 


.. According to our information, Midland Investment 
Company Limited was formed in Shanghai on the 18th July 1927 

by the Cheang Park Chew family, who were one of the distributors 
of B.A.T's subsidiary company in China at that time, and so far 
as it is known Midland Investment Company's assets consisted 


mainly of real property in Shanghai. 


_# In 1934 Provident Trustees Limited, a wholly owned 
subsidiary company of B.A.T. (Hong Kong), acquired 1,000,000 
6% Preference Shares of CNCAl each in Midland Investment Company 
with money provided by British Cigarette Company, another wholly 
owned subsidiary of B.A.T. (Hong Kong). There shares were 
registered in the name of Provident Trustees Limited and were 
intended as an investment for the China Companies’ Provident 


Funds. 


3. In January 1937 B.C.C's interest in the Preference 
Shares of Midland was taken over by Yee Tsoong Tobacco Company, 
another wholly owned subsidiary of B.A.T. (Hong Kong). On 
various dates between 3lst January 1939 and 9th July 1941, as 
the funds of Provident Trustees Limited gradually increased, 
Provident Trustees purchased from Yee Tsoong the beneficial 
interest in the Preference Shares in Midland Investment 
Company, and by the 9th July 1941 Provident Trustees held the 
beneficial interest in the whole 1,000,000 6% Preference Shares 
in Midland. 


he On the 2nd December 1947, Provident Trustees sold to 


nominees of Cheang Park Chew the whole of its holding of 


on Dun 


Preference Shares in the Midland Company and from that date 
neither Provident Trustees nor any other subsidiary or associated 


company of B.A.T. (Hong Kong) had any financial interest in Midland 


Investment Company. 


56 Under an Agreement of 28th July 1952 between Yee Tsoong 
and the Shanghai Tobacco Corporation, Yee Tsoong transferred all 
its own assets and the assets of the other subsidiaries of B.A.T. 
(Hong Kong) operating in China to the Shanghai Tobacco Corporation, 


the Corporation taking over the liabilities. 


6. As appears from the attached correspondence, Cheang Koon 
Tong, @ member of the Cheang Park Chew family and the authorised 
representative of Midland Investment Company in Shanghai, made a 
statement in writing that the shares of Midland Investment Company 
belong to Yee Tsoong Tobacco Company, and that he was willing for 
the assets of the Midland Investment Company to be transferred to 
the Shanghai Tobacco Corporation. Mr. Price, the legal adviser 
to Yee Tsoong Tobacco Company, has said that under the existing 
laws of China it is not possible for Yee Tsoong to go behind the 
statement made by Cheang Koon Tong, as he is the authorised repre- 
sentative of the Midland Investment Company (although Cheang Koon 
Tong's statement is, of course, completely false). Mr. Tiencken, 
the Chairman of Yee Tsoong, has signed a statement, obviously under 


duress, that Yee Tsoong owns Midland Investment Company. 


Te The attached correspondence and cables show that B.A.T. 


(Hong Kong), as shareholder in Yee Tsoong Tobacco Company, has been 


asked to confirm to Mr. Tiencken, Chairman of Yee Tsoong, that the 

assets of Midland Investment Company are owned by Yee Tsoong Tobacco 
Company and that they should, therefore, be transferred to Shanghai 
Tobacco Corporation under the Agreement of 28th July 1952 referrfved 


to above. 


= 3a 
8. B.A.T. has advised B.A.T. (Hong Kong) that on no account 
should it make the false statement that Yee Tsoong has an interest 
in Midland, but that it can confirm to Mr. Tiencken that he has 
authority to transfer to the Shanghai Tobacco Corporation under the 
Agreement of 28th July 1952 any interest which Yee Tsoong may have 
in Midland. A message in the above form was sent to Mr. Tiencken 
by B.A.T. (Hong Kong) but it has proved unacceptable and Mr. 
Tiencken has cabled to B.A.T. urging again that B.A.T. (Hong Kong) 


should confirm his statement that Yee Tsoong owns Midland Investment 


Company. The relevant letters and cables are attached. 


9th October, 1952. 


The following appear in the correspondence: - 
TiewcKwen . CAmsma. 4 Yeo Thoone Tibacco G. . 


R. J. Be(Richard) PRICE, Legal expert and Director of 
Yee Tsoong Tobacco Company, Limited. 
BE. G. LANGFORD. solicitor to B.-A.T.Coy., Ltd. 


--A.T.Co.(China) Ltd., now B.-A.T.Co.(Hong Kong) Ltd., 


registered in Hong Kong, and principal share- 


holder in yee Tsoong Tobacco Company, Ltd. 
CHEANG PARK CHEW now dead. Founded Midland Investment 


Company as a family holding Company. He had 
6 sons, of whom 5 are in Hong Kong and l in 
Shanghai. 


CHEANG KOON TONG, son of Cheang Park Chew, and Midland 


Investment representative in Shanghai. 


CHEANG KOON CHI. Eldest son of Cheang Park Chew. 


In Hong Kong. 


K. C. JOHNSON-HILL. Manager of B.-A.T.Co.(Hong Kong) Ltd. 


WINMILL - Chairman. 

OPPENHEIM - Vice-Chairman. B.-A.T.Coy., Ltd. 
SARGANT - Deputy-Chairman, 

GELDART - Director. 


Extract from letter dated 2nd July 1952, from Mr. R.J.E. Price 


to Mr. E.G. Langford, 


The only other outstanding point is in regard to 
Midland, similar questions in regard to which Company were 
raised at the meeting referred to above. This has been 
answered here, since all the information is available here, 
and a full explanation has been given as to the participation 
by B.A.T. Co. (China) Ltd. in the affairs of this Company 
through its employees and the employees of subsidiaries who 
acted as Directors, and through the holding of the 1 million 
Preference Shares, When the question was first raised, we 
said that so far as-we knew the Shares of Midland belonged to 
the Cheang Park Chew family. 


256, Gloucester Road, 
(P.O. Box No.5), 
Hong Kong. 


27th August, 1952, 


E.G. Langford, Esq., 
British-American Tobacco Co,Ltd., 
EGHAM. 


My dear Langford, 


I refer you to Price's letter to you dated 2nd July 
1952 and particularly to the third paragraph of his letter 
in which reference is made to the Midland Investment Co.Ltd. 


This morning I received the following cables from 
Shanghai :- 


" Following for Midland Investment Company and you 
QUOTE It has been agreed that Midland properties 
shall be included in Yee Tsoong Transfer Agreement 
as being properties belonging to Yee Tsoong and other 
Companies FULLSTOP Please have Midland Board of 
Directors telegraph approval worded as in first sentence 
this telegram followed by letter on lines of letter 
sent by Yee Tsoong Shareholders PARAGRAPH Consent 
by Midland Representative here is legally binding 
but Tiencken requires authority to act FULLSTOP 
This is urgent UNQUOTE TIENCKEN AND 


CHEANGKOONTONG " 


and 


" Please telephone Tuesday instead: Wednesday particular 
reference telegram to you from Tiencken and another 


PRICE " 


At midday today it was possible to telephone Price 
and in the course of our conversation he intimated that Cheang 
Koon Tong, representative of the Midland Investment Co. in 
Shanghai, had made a statement in writing to the effect that 
he wag willing for the assets of the Midland Investment Co. 

‘to be transferred to the Shanghai Tobacco Corporation. In 

addition, Cheang Koon Tong has “admitted” that the shares of 
the Midland Investment Co. belong to Yee Tsoong Tobacco Co. 

and has included this in: his statement, 


Price continued that under the existing laws of 
China he could not go behind the statement made by Cheang 


ofn 


Koon Tong as he is the authorized representative of the 

Midland Investment Co, Under the Agreement made between 

Yee Tsoong Tobacco Co. and the Shanghai Tobacco Corporation, the 
Yee Tsoong Tobacco Co. were obliged to pass over any properties 
that have not yet appeared on the Inventories and, on the 
strength of Cheang Koon Tong's statement, this will be done. 
Price concluded by saying that Mr. Tiencken desired an awthority 
similar to that given him by the Shareholders of Yee Tsoong 
Tobacco Co., and although I said to Price that it might be 
doubtful whether Cheang Koon @hi and his four brothers in Hong 
Kong would be prepared to give Mr. Tiencken a similar authority, 
which would entitle him to hand over their entire assets without 
monetary payment, Price indicated that Mr. Tiencken would have to 
hand over the assets of the Midland Investment Co. whether he 
gets the required authority or not. 


The five Cheang brothers, the local directors of 
the Midland Investment Co., are to meet this afternoon and if any 
decision emanates from this meeting I will include it in this 
letter. 


We are unable to guess the circumstances surround- 
ing the sending of these cables. From our knowledge here it is 
a fact that Midland Investment Co. does not belong to Yee Tsoong 
Tobacco Co. and we can only wonder whether Cheang Koon Tong has 
been forced into making a statement that is patently untrue, 
especially in view of the fact that the brothers in Hong Kong 
are busy preparing photostatic copies of the Minutes, details 
of Shareholders, etce of the Midland Investment Co. as from 1947, 
when it was transferred to Hong Kong. This is being done with 
the intention of proving that ownership of Midland Investment 
Co. is entirely in the hands of the Cheang family. 


With kind regards, 


Yours sincerely, 


(Sgd.) K.C. JOHNSON-HILL. 


175 Soochow Road, 
Shanghai, 
China, 


29th August, 1952. 


E.G. Langford, Esq., 
Rusham House, 
Egham. 


My dear Langford, 


I received your letter of 15th August after I 
had spoken to Mr. Johnson-Hill on the telephone on the 27th. 


I raised the point in my letter of the 2nd July 
to which you refer because, although I did not think it was any 
business of ours to interfere in a matter that solely concerned 
the Cheang family, I thought I should let you and Mr. Johnson-Hill 
know what I suspected their attitude was and what the consequences 
might be. Apparently neither you nor Mr. Johnson-Hill felt that 
our shareholders need concern themselves; and it was only in case 
you had felt so that I raised the point in the first place. 


We had no questions to put nor did we require any 
information either from Mr. Johnson-Hill or from the Cheang family. 


As far as the Midland Company was concerned, we were asked certain 
questions about that company, before I wrote to you, towhich we 
gave replies setting out the situation as far as we knew it. 


Since then the representative of Midland has made 
statements entirely contrary to the answers we gave. You have, 
I am sure, been informed about this, 


In the circumstances we have had no alternative 
but to act on the statements given by the representative of 
Midland here, whose authority to speak for that company we cannot 
question. That is the legal position here and the regularisation 
of that position is a matter primarily between the Midland Company 
and their representative here. 


We thought it would be wise for Mr. Tiencken to have 
the authority of the Midland Board to act and so informed their 
representative here: also jointly with him the Midland Company in 
Hongkong and Mr. Johnson-Hill. The consequences of approval 
being withheld could not make any difference to the final result, 
but might be a cause of embarrassment. It was for this reason I 
suggested to Mr. Johnson-Hill that he should urge the Midland 
Board to send their approval. 


=aQeo 


I enclose a copy of the letter dealing with the 
transfer of Midland. This letter has been prepared and 
will be the instrument of transfer, but at the moment we are 
waiting to see if the Midland Board will send approval as 
requested by their representative. 


As regards the Agreement, we hope too that we 
shall be successful in settling the outstanding points. 


Yours sincerely, 


(SGD.) RICHARD PRICE. 


cc 
K.C. Johnson-Hill, 4sq., 
Hong Kong. 


YEE TSOONG TOBACCO COMPANY LIMITED, 
SHANGHAI. 
25th August 1952, 


Shanghai Tobacco Corporation 
SHANGHAT, 
Dear Sirs, 


It is provided in clause l. of the Agreement dated 
28th July 1952 between this Company and other associated companies, 
called Party "A" in the said Agreement and Yourselves, called 
Party "B" in the said Agreement, that in case any property 
belonging to Party "A" is discovered later as not included in the 
inventories due to omission at the time of making the inventories, 
it should be included. 


Whereas Midland Investment Company Ltd. belongs to 
Yee Tsoong Tobacco Co.Ltd., Provident Trustees Ltd. and other 
associated companies; and whereas the properties of that company 
were not included at the time of making inventories, we herewith 
attach inventories of properties, statements of assets and lia- 
bilities and staff records of Midland Investment Co.Ltd., which 
should be included in the scope of transfer in accordance with the 
provision referred to in the preceding paragraph. 


Since Mr. Cheang Koon-tong is the present Manager of 
Midland Investment Co.Ltd., he will assume full responsibility for 
carrying out all procedures relating to the transfer, 


Would you be kind enough to acknowledge receipt of 
this letter and enclosures and confirm that this is in order, 


Yours faithfully, 
YEE TSOONG TOBACCO CO. LTD. 


( Sed. ) H.V. Tiencken (L. 8.) 


Chairman. (Seal of Yee Tsoong 


Tobacco Co, Ltd, ) 
Witnesses 


Mr. R.J.E. Price (Sgd.) R.J.E. Price (L.S.) 
Mr. Cheang Koon-tong (Sgd.) Cheang Koon-Tong (L.S.) 


256, Gloucester Road, 
(P.O. Box No.5), 
HONG KONG, 


lst September, 1952. 


No. E-300 


E.G. Langford, Esa., 
British-American Tobacco Co.Ltd., 
Egham, 


My dear Langford, 


Further to my letter dated 27th August 1952 
in connection with Midland Investment Co.Ltd., Price 
telephoned me from Shanghai on Friday last and in the course 
of conversation gave me the following precis of a statement made 
by Yee Tsoong Tobacco Co.Ltd. to the Shanghai Tobacco Corppration: 


" It is provided in Clause 1 of the Agreement 
that in case any property belonging to Party A 
is discovered later, but not included in the 
Inventories due to omission at the time of making 
the Inventories, it should be included. 


Whereas Midland Investment Co.Ltd. belongs 
to Yee Tsoong Tobacco Co., Provident Trustees 
and Associated Companies, and as properties of 
that Company were not included at the time of 
making the Inventories, we herewith attach the 
Inventories of properties, statements of assets 
and liabilities, and staff records of Midland 
Investment Co.Ltd. which should be included in 
the scope d transfer in the provisions of Clause l. 


Since Mr. Cheang Koon Tong is the present Manager 
of Midland Investment Co.Ltd. he will hold full 
responsibility to assume full responsibility for 
clearing out all procedure relating to the transfer. 
Please acknowledge. 


From: Yee Tsoong Tobacco Co,Ltd. 
Signed by: Mr. H.V. Tiencken 
Witnessed by: Mr. R.J.E. Price and 

Mr. Cheang Koon Tong. " 


== 


I tried to question Price regarding the statement 
made at the beginning of the second paragraph which is untrue, 
but he evaded my question and would not be drawn out. He 
continued by asking that the brothers’ approval should be given 
to Cheang Koon Tong's action and I replied non-committally that I 
would do what I could. 


Meanwhile, the four brothers in Hong Kong had a 
meeting with Mr. Prior of the legal firm of Wilkinson & Yrist 
and on the 30th August sent the following cable to their brother:- 


"The Midland Board of Directors certainly cannot 
agree that Midland properties should be included 

in Yee Tsoong transfer agreement FULLSTOP The 
properties always belonged to Midland FULLSTOP 

Yee Tsoong owned no part of Midland and Midland 
owned no part of Yee Tsoong FULLSTOP Your statement 
unauthorized and untrue FULLSTOP Have despatched 
proof that agreement in regard to CN 1 million or 
£14,900 in 1940 should be repaid by Midland to Yee 
Tsoong Provident Fund Trustees and in 1947 repayment 
made and Preference Shares realized by Yee Tsoong 
Trustees FULLSTOP Full explanation follows by letter 
FULLSTOP Please assure authorities that this is 
correct position and true fact 


Signed MIDLAND DIRECTORS ". 


This morning Oheang Koon Chi has just telephoned 
that he received yesterday (Sunday) a cable from his brother. 
He considers that the cable below is not in reply to his cable 
of the 30th August but that they crossed. The cable runs as 
follows :=- . 


"In view of my political reawakening realize 
concealing foreign properties thoroughly disgraceful 
FULLSTOP Documentary evidence as asked 4th August 
no longer required FULLSTOP Have disclosed all 
Midland inside information which action highly | 
approved by Shanghai Tobacco Corporation authorities 
FULLSTOP Basing on authority previously vested in 
me I have fully authorized to effect transfer but 
for carrying out transfer procedure smoothly I have 
twice telegraphed (you) to reconfirm approval FULLSTOP 
Cabling above for your information 


Signed CHEANG KOON TONG \" . 


- >= 


As you will have seen in my letter to you of the 
27th ultimo, Price indicated that Mr. Tiencken would act 
whether he obtains the necessary authority from Midland 
Investment Co. Directors or not, and it appears that it is now 
a "fait accompli", 


The four Cheang brothers are again seeing Prior 
to-day and if I hear anything further before the mail closes 
I will include it in this letter. Meanwhile, I still have to 
thank you for your letter dated 15th August 1952 enclosing copy 
of your letter to Price of the same date. This now calls for no 
answer in view of subsequent events. 


With kind regards, 


. Yours sincerely, 


(Sgd.) K.C. JOHNSON-HILL. 


Rusham House, 
Egham, 
Surrey. 


8th September, 1952. 
AIR MAIL, 


RJ. E. Price, Esa. , 
432, Huai Hai Road West, 
SHANGHAT, 


My dear Price, 


Thank you for your letter of 29th August about 
Midland, explaining that you have had no alternative but to 
act on the statements given by the representative of Midland 
in Shanghai, whose authority to speak for that Company you 
cannot question. I can only hope that the matter will not 
be a cause of any future embarrassment to you or Tiencken. 
Yours sincerely, 


(Sgd.) E.G. LANGFORD. 
(McC) 


® HONG KONG CABLE 11/9/52 to MR. LANGFORD. 


NO.1 PRICE REQUESTS BATCO HONG KONG LTD WRITE FOLLOWING LETTER 
-QUOTE-AS SHAREHOLDERS YEE TSOONG WE CONFIRM SINCE TRANSFER BY YEE 
TSOONG OF ASSETS MIDLAND IS PART OF OBLIGATION OF YEE TSOONG UNDER 
AGREEMENT DATED 28TH JULY BETWEEN YEE TSOONG AND OTHERS AND S.T.C. 
NO FURTHER AUTHORITY IS REQUIRED BY TIENCKEN TO EFFECT TRANSFER 
OTHER THAN AUTHORITY ALREADY GIVEN TIENCKEN BY US IN RESPECT OF 
ASSETS OF YEE TSOONG CONTAINED IN OUR LETTER 8TH JANUARY -UNQUOTE- 
-PGH- FOLLOWING CABLE JUST RECEIVED -QUOTE- REFERENCE SUGGESTED 
LETTER REGARDING MIDLAND WE WISH EMPHASISE THAT WE ARE LOOKED TO 
FOR SOLUTION THIS PROBLEM SO IN VIEW VITAL IMPORTANCE TO US OF 
CLEARING UP THIS MATTER HOPE YOU WILL GIVE FULLEST CONSIDERATION 
TO ALL POSSIBILITIES -STOP=- TRANSFER WILL CERTAINLY BE MADE BUT 


UNLESS SOME FORMULA IS FOUND FOR SOLVING DIFFICULTY ARISING FROM 


HONG KONG CHEANG BROTHERB REFUSAL TO COMPLY WITH SHANGHAI BROTHERS 
REQUEST DELAY IS LIKELY TO BE INTERMINABLE -PRICE- 
-UNQUOTE- -PGH- BROTHERS ATTITUDE HERE UNCHANGED. 

| JOHNSON-HILL. 


CABLE FROM MR, LANGFORD to MR, JOHNSON-HILL (HONG KONG) - 12/9/52, 


YOUR NO.1 ON NO ACCOUNT MUST B.A.T. (HONG KONG) ADMIT THAT MIDLAND 
BELONGS TO YEE TSOONG OR ANY OTHER OF ITS ASSOCIATED COMPANIES 
SINCE THE CONSEQUENCES OF SUCH AN ADMISSION ARE INCALCULABLE 
POSSIBLY RESULTING IN IMPLICATION IN WHATEVER CHEANG KOON TONG 
MAY HAVE TOLD SHANGHAI TOBACCO CORPORATION. ALSO WRITING OF LETTER 
SUGGESTED WITHOUT CONSENT OF CHEANG BROTHERS COULD RESULT IN 
ACTION FOR DAMAGES BEING BROUGHT AGAINST B.A.T. (HONG KONG) BY 
MIDLAND. THEREFORE SUGGEST AS A POSSIBLE SOLUTION WHICH DOES NOT 
PREJUDICE CHEANG FAMILY IN ANY WAY THAT YOU OBTAIN APPROVAL CHEANG 
BROTHERS TO B.A.T. (HONG KONG) WRITING SHANGHAI AS FOLLOWS -Quote- 
ACCORDING TO OUR RECORDS NEITHER YEE TSOONG NOR ANY OTHER OF OUR 
ASSOCIATED COMPANIES HAS ANY INTEREST WHATSOEVER IN MIDLAND BUT 
IF YOU ARE SATISFIED FROM LOCAL EVIDENCE OR ACCORDING TO LOCAL 
LAW THAT WE ARE INCORRECT THEN NO FURTHER AUTHORITY IS REQUIRED 
BY TIENCKEN OTHER THAN AUTHORITY ALREADY GIVEN HIM BY US IN 
RESPECT OF ASSETS OF YEE TSOONG CONTAINED IN OUR LETTER 8TH 
JANUARY -Unquote=- 
IF YOU CANNOT OBTAIN AGREEMENT OF BROTHERS TO ABOVE THEN PLEASE 
CABLE US. 

LANGFORD. 


HONG KONG CABLE 15/9/52 to Mr, LANGFORD. 


NO.4 YOUR NO.,13 BROTHERS APPROVE PROVIDED -QUOTE- FROM 
LOCAL EVIDENCE OR -UNQUOTE- OMITTED -stop- DO YOU AGREE. 


J OHNSON-HILL. 


CABLE FROM MR, LANGFORD to MR. JOHNSON-HILL 15/9/52. 


14. YOUR NO.4 AGREE SUGGESTED OMISSION, 


LANGFORD. 


HONG KONG CABLE 30/9/52. to MR. LANGFORD. 


NO./ PRICE TELEPHONES HE REQUIRES FOLLOWING CABLE FROM US TO 
TIENCKEN IMMEDIATELY -QUOTE- AS SHAREHOLDERS OF YEE TSOONG 
TOBACCO CO. LTD. (WHICH COMPANY OWNS THE PROPERTIES OF MIDLAND 
INVESTMENT COMPANY) WE HEREBY CONFIRM THAT AS THE TRANSFER 

BY YOU OF THE ASSETS OF MIDLAND IS PART OF THE OBLIGATION OF 


YEE TSOONG TOBACCO CO. LTD. UNDER THE AGREEMENT DATED JULY 28TH 


1952 BETWEEN THAT COMPANY AND OTHERS OF THE ONE PART AND S.T.C. 


OF THE OTHER PART N° FURTHER AUTHORITY IS REQUIRED BY YOU TO 
EFFECT THIS TRANSFER OTHER THAN THE AI!ITHORITY ALREADY GIVEN TO 
YOU BY US IN RESPECT OF THE ASSETS OF YEE TSOONG TOBACCO CO. LTD. 
BY OUR LETTER DATED JANUARY 8TH -UNQUOTE- PRICE URGES STRONGEST 
POSSIBLE MANNER YOU PERMIT DESPATCH ABOVE CABLE -STOP- HE IS 
UNAWARE FIRST SENTENCE YOUR TELEGRAM NO.135 - JOHNSON-HILL. 


(CODED) 


J OHNSON-HILL lst October, 1952. 
HONGKONG. 


16. Your No.7 for reasons stated our No.13 you cannot make 


false admission that Yee Tsoong owns assets of Midland -8p- 


Suggest that with approval Cheang Brothers whose interests 

are not prejudiced thereby you meet Price's request by sending 
the following cable to Tiencken without further reference to 
him or Price -quote- As shareholders of Yee Tsoong Tobacco 

Co. Ltd. we confirm that you have authority to transfer under 
the agreement dated July 26th 1952 between Yee Tsgoong and others 
of the one part and 8,T.C. of the other part any interest 

which Yee Tsoong may have in the assets of Midland Investment 
Co. Ltd. and no further authority is required by you to effect 
this transfer other than the authority already given to you 

by us in respect of the assets of Yee Tsoong by our letter dated 


January 8th 1952 -unquote- 


HONG KONG CABLE 2/10/52. to LANGFORD 


NO.9 YOUR NO.16 CHEANG BROTHERS DO NOT APPROVE AS WORDING 


AT VARIANCE WITH THEIR STATEMENT MADE TO SHANGHAI AUTHORITIES 
THROUGH THEIR SHANGHAI BROTHERS THAT YEE TSOONG TOBACCO 

CO. LTD. HAS NO INTEREST IN MIDLAND ~STOP- DO YOU WISH ME 

TO CABLE TIENCKEN AS SUGGESTED WITHOUT ABOVE APPROVAL. 


~- JOHNSON-HILL - 


FULL RATE - IN CODE. 
2nd October, 1952. 


J OHNSON- HILL ? 
HONG KONG. 


YOUR NO.9 PLEASE URGE CHEANG BROTHERS RECONSIDER THEIR 

DECISION POINTING OUT SUGGESTED MESSAGE MERELY CONFIRMS TIENCKEN'S 
AUTHORITY TO TRANSFER ANY INTEREST WHICH YEE TSOONG MAY 
(UNDERLINE) HAVE IN MIDLAND -STOP- IT DOES NOT SAY YEE TSOONG 
HAS SUCH AN INTEREST AND THEREFORE DOES NOT CONFLICT WITH 
BROTHERS' STATEMENT TO SHANGHAI AUTHORITIES -STOP- IF THEY 


STILL OBJECT WOULD THEIR OBJECTIONS BE REMOVED IF WORDS 


-QUOTE- ACCORDING TO LOCAL LAW -UNQUOTE- WERE INSERTED AFTER 
WORDS -qQuote- INTEREST WHICH -UNQUOTE~ IN MESSAGE PLEASE 
STRESS WE ATTACH UTMOST IMPORTANCE THIS MESSAGE TO ENABLE OUR 


EMPLOYEES OBTAIN EXIT PERMITS AND HOPE CHEANG BROTHERS WILL 
COOPERATE. 


HONG KONG CABLE 3/10/52. URGENT TO MR. WINMILL. 


UNNUMBERED FOLLOWING FROM TIENCKEN -QUOTE- MUCH DISTURBED 
NO NEWS IN REPLY OUR MESSAGE SENT HONG KONG -STOP= IMPERATIVE 


WE RECEIVE CABLE FROM JOHNSON-HILL WORDED AS INDICATED WITHOUT 
DELAY -UNQUOTE- 


J OHNSON-HILL 


HONG KONG CABLE 3/10/52. URGENT TO MR, OPPENHEIM, 


UNNUMBERED FOLLOWING FROM PRICE -quote- BEG YOU AUTHORISE 
IMMEDIATELY EXACT TELEGRAM REQUESTED SINCE DELAY WILL ONLY 
MAKE OUR POSITION MORE DIFFICULT -Stop~ CANNOT BELIEVE 
BROTHERS CLAIM COULD SUCCEED IF INDEMNITY OFFERED CONTINGENT 
ON CIRCUMSTANCES THEY BELIEVE WILL HAPPEN OR EVEN WITHOUT 


SUCH INDEMNITY ~-8top- PLEASE REPLY BY LATEST FOURTH -unquote- 


- JOHNSON-HILL - 


HONG KONG CABLE 3/10/52. URGENT TO MR. LANGFORD 


UNNUMBERED YOUR SEVENTEEN RECEIVED BUT TWO SHANGHAI 


CABLES JUST REPEATED TO WINMILL AND OPPENHEIM 


DEMAND CONTRARY ACTION AND TO AVOID CONFUSION I AWAIT 
YOUR FURTHER INSTRUCTIONS. 


- JOHNSON-HILL - 


(CODED) - 3/10/52. 


J OHNSON-HILL 
HONG KONG, 


Proceed as instructed my cable No.17 stressing to 
Cheang Brothers urgency of matter in view latest 
cables from Shanghai -sp- 

We have sent following message to Tiencken-Price from 
Winmill-Oppenheim -quote- Your cables received ~sp- 
Have agreed to Johnson Hill subject to Cheang Brothers 
approval sending a cable which we consider should be 
acceptable and in any case is utmost we can advise 


Johnson Hill to do to meet your request -unquote- 


HONG KONG CABLE 4/10/52 TO MR, WINMILL URGENT 


UNNUMBERED TIENCKEN TELEPHONES -quote- YOUR 81 RECEIVED SINCE 
WHEN WE HAVE TELEPHONED JOHNSON-HILL WHO CANNOT REPLY YOUR MESSAGE 
BECAUSE BROTHERS DISAPPROVE -stop- PLEASE RECONSIDER YOUR 
DECISION SINCE MIDLAND HAS IN FACT ALREADY STATED THAT THEIR 
PROPERTIES BELONG YEE TSOONG THROUGH THEIR REPRESENTATIVE HERE 
APPOINTED BY THEIR BOARD WRITTEN EVIDENCE OF WHICH STATEMENT WE 
HAVE -stop HOW CAN BROTHERS DENY THIS STATEMENT -stop~ CONSIDER 
TOO THAT WE ARE OBLIGED TO INSIST ON OUR SHAREHOLDERS CONFIRMING 
WHAT WE HAVE BEEN OBLIGED TO WRITE AND SAY AS RESULT OF MIDLAND 
STATEMENT -stop- FINALLY CONSIDER THAT CONFIRMATION IN FORM 
REQUESTED IS CONCESSION LIKELY TO BE WITHDRAWN IF NOT RECEIVED 
IMMEDIATELY OR IF YOU CONTINUE INSIST ON MAKING IT DEPEND ON 
CHEANG BROTBBRS APPROVAL -stop- WE SHALL THEN BE FACED WITH 
REQUEST TO OBTAIN BROTHERS APPROVAL OURSELVES WITH NO PROSPECT 


UNTIL PRODUCED OF WINDING UP AFFAIRS HERE OF OUTSTANDING POINTS 
OF WHICH YOU ARE AWARE -stop- WHATEVER POSSIBLE LEGAL 


DIFFICULTIES YOU FORESEE IN HONG KONG MUST SURELY BE OUTWEIGHED 
BY CERTAIN AND NOT IMAGINARY DIFFICULTIES HERE -stop- YOU HAVE 
CONTROL OF SOLUTION YOUR END BUT WE DO NOT HAVE SUCH CONTROL 
HERE -stop- TIME IS UTMOST IMPORTANCE THEREFORE MAKE LAST 
APPEAL TO YOU TO DO WHAT WE ASKED WHICH CERTAINLY IN YOUR POWER 
AND LET US HAVE CABLE WORDED AS REQUESTED SOONEST TODAY IF 
POSSIBLE ~stop- WHY SHOULD NOT INDEMNITY SUGGESTION ON WHICH 
YOU HAVE NOT EVEN COMMENTED PROVE ADEQUATE SAFEGUARD IF SUCH 


a. 


NEEDED -stop- URGENCY IMPORTANCE THIS REQUEST AT LEAST EQUALS 


LAST MARCH -unquote- 


- JOHNSON-HILL ~ 


JOHNSON-HILL, HONG KONG CABLE 4/10/52. 


NO.19 CANNOT REPLY TIENCKENS MESSAGE UNTIL MATTER HAS BEEN 
FULLY DISCUSSED WITH OPPENHEIM SARGANT AND GELDART ON MONDAY MORN- 
ING -stop- IN MEANTIME PLEASE CLARIFY OPENING SENTENCE OF MESSAGE 
AS TO WHETHER IT IS CHEANG BROTHERS OR SHANGHAI TOBACCO CORPN. 

WHO DISAPPROVE OUR SUGGESTED CABLE TO TIENCKEN -sStop- IF IT IS 
CHEANG BROTHERS SEND CABLE WITHOUT THEIR CONSENT AND WITHOUT 


WORDS -quote- ACCORDING TO LOCAL LAW -unquote- -stop- IF IT 


IS SHANGHAI TOB. CORPN. INFORM TIENCKEN THAT WE WILL REPLY 
EARLY MONDAY AFTER DISCUSSIONS ABOVE REFERRED TO 


~ WINMILL - 


HONG KONG CABLE 5/10/52. to MR, WINMILL, 


UNNUMBERED YOURS 19 HONG KONG BROTHERS REFUSED APPROVAL SUGGESTED 


CABLE IN EITHER FORM -stop- HAVE THEREFORE CABLED TIENCKEN 
TODAY AS REQUESTED -Stop- PRICE SINCE ADVISED OF THIS MESSAGE 
STATED IT WOULD BE PRESENTED S.T.C. BUT HE DOUBTED ACCEPTABILITY 
AND FORESAW PROBABILITY STILL REQUIRING CABLE WORDED EXACTLY 

HIS REQUEST -stop- PRICE WILL TELEPHONE ME MONDAY. 


- JOHNSON-HILL - 


SHANGHAI CABLE 6/10/52. TO MR. WINMILL. 


TELEGRAM RECEIVED FROM JOHNSON HILL YESTERDAY UNACCEPTABLE 


AS CONFLICTING MY LETTER 25TH AUGUST -Stop- ACTION 


REQUESTED MY TELEGRAM 4TH STILL URGENTLY AWAITED. 


~ TIENCKEN - 


6th October, 1952. 


(FULL RATE ~ IN PLAIN) 


TIENCKEN 
SHANGHAI, 


YOUR CABLE OF TODAYS DATE RECEIVED -stop- ACCORDING TO ALL 
RECORDS OF WHICH WE ARE AWARE YEE TSOONG HAS NO INTEREST WHATSO- 
EVER IN MIDLAND AND HAS NOT HAD ANY SINCE 1947 -stop- IT WOULD 
SEEM TO US THEREFORE THAT YOU SIGNED YOUR LETTER OF 25TH 

AUGUST IN ERROR UNLESS THERE ARE FACTS OF WHICH WE HAVE NO 
KNOWLEDGE -stop- IF FACTS EXIST WHICH SHOW THAT YEE TSOONG HAS 
NOW AN INTEREST IN MIDLAND THEN WE APPROVE OF B.A.T.(HONG KONG)'S 
CONFIRMATION THAT YOU HAVE. AUTHORITY TO TRANSFER SUCH INTEREST 

AS YEE TSOONG MAY BE SHOWN TO HAVE BY SUCH FACTS -stop- 


IN VIEW OF THE SITUATION AS EXPLAINED ABOVE I AM SURE THAT ALL 


CONCERNED WILL APPRECIATE THAT B.A.T. (HONG KONG) HAS BEEN AS 
COOPERATIVE AS POSSIBLE. 


6th October, 1952. 
(FULL RATE - IN CODE) 


JOHNSON HILL 
HONG KONG. 


WE HAVE TODAY RECEIVED FOLLOWING CABLE TIENCKEN -qQuote- TELEGRAM 
RECEIVED FROM JOHNSON HILL YESTERDAY UNACCEPTABLE AS CONFLICTING 
MY LETTER 25th AUGUST -stop- ACTION REQUESTED MY TELEGRAM 4th 
STILL URGENTLY AWAITED -unquote- WE HAVE REPLIED AS FOLLOWS 
-quote- YOUR CABLE OF TODAYS DATE RECEIVED -stop- ACCORDING TO 
ALL RECORDS OF WHICH WE ARE AWARE YEE TSOONG HAS NO INTEREST 
WHATSOEVER IN MIDLAND AND HAS NOT HAD ANY SINCE 1947 -stop- 
IT WOULD SEEM TO US THEREFORE THAT YOU SIGNED YOUR LETTER OF 
25TH AUGUST IN ERROR UNLESS THERE ARE FACTS OF WHICH WE HAVE NO 
KNOWLEDGE -stop- IF FACTS EXIST WHICH SHOW THAT YEE TSOONG HAS 
NOW AN INTEREST IN MIDLAND THEN WE APPROVE OF B.A.T. (HONG KONG'S 
CONFIRMATION THAT YOU HAVE AUTHORITY TO TRANSFER SUCH INTEREST 
AS YEE TSOONG MAY BE SHOWN TO HAVE BY SUCH FACTS -stop- IN VIEW 
OF THE SITUATION AS EXPLAINED ABOVE I AM SURE THAT ALL CONCERNED 
WILL APPRECIATE THAT B.A.T. (HONG KONG) HAS BEEN AS COOPERATIVE 


AS POSSIBLE -unquote- CABLE WHETHER ANY SHARES IN MIDLAND STILL 


HELD IN NAME OF PRICE OR OTHER EMPLOYEES AS NOMINEES. ALSO 
STATE WHO ARE PRESENT DIRECTORS. 


(14487) 2/52 D.L, 
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To Mr, F.W.He 


Loddon 


E Che .. British 
n-| ‘(a 


Ltd. 


7 Millbank.SW.1. 


fre. 


hy , TokuiPu 


Westminster House, 


OUT FILE 


Thank you for your letter of 


October 9th about the last minute 


r.. 
— 


difficulty that has arisen over the 
transfer of your property in China. 


We have read this further illustra- 


tion of Chinese business methods with 
w/OD hoch C { hw 


| y 
interest.~ We are umblie 


Oo supre 
anything helpful at the moment, but _ 
would be grateful to be kept informed of 


future developments. 
, 34 ¢ 
We are wajatlin-cete taneeieice 
to the Embassy in Peking in case your 
representatives in Shanghai have bees 


unable to keep them informed, 


OUT FILE 


FOREIGN OFFICE, S.W.1. 


(FC 1105/385) uth November, 1952. 


Thank you for your letter of the 9th 
October about the last minute difficulty that 
has arisen over the transfer of your property 
in China. 


Je have read this further illustration of 
Chinese business methods with interest and with 
much sympathy for those who have to cope with 
them, We are unable to suggest anything helpful 
at the moment, but would be grateful to be kept 
informed of future developments, 


Ve are sending a summary to the Embassy in 


Peking in case your representatives in Shanghai 
have been unadle to keep them iaformed. 


(C.H. Johnston) 


F.W.H. Loudon, Esq., 


British American Tobacco Company Limited, 
Westminster House, 
7, Millbank, 
S. Wade 


or - - 
is its tiies Bidar. tn hihi. 


Peer as ba Lee Ct er 


OUT FILE 


FOREIGN OFFICE, S.W.1. 
(FC 1105/385) uth November, 1952. 


Thank you for your letter of the 9th 
October about the last minute difficulty that 


has arisen over the transfer of your property 
in China. 


Ne have read this further illustration of 
Chinese business methods with interest and with 
mich sympathy for those who have to cope with 
them, We are unable to suggest anything helpful 
at the moment, but would be grateful to be kept 
informed of future developments, 


We are sending a summary to the Embassy in 
Peking in case your representatives in Shanghai 
have been unable to ksep them informed. 


(C.H. Johnston) 


F.W.H. Loudon, Esq., 
British American Tobacco Company Limited, 
Westminster House, 


7, Millbank, 
S. Wl. 


D.L. 


(14487) 2/52 
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CONFIDENTIAL 


Registry 
No. FC 1105/385 


Top Secret. 


Secret. 
Confidential. J.McK 
~~ 


30/10 


Restricted. 


Open. 


Draftletter to 


, Peking 
from C&K Dept. 


Dear Chancery, 

We have been informed by the 
T.ondon office of the British American 
Tobacco Company that a snag has arisen 
over the transfer of their properties 
in China since they have become{Here 
insert from Ato 'B of Minute]. 

We have not yet been asked to help 
but may be if the matter is not 
resolved quickly. 

Yours ever, 


C.& K. Dept. 


OUT FILE 


i (FC 1105/385) 
CONFIDENTIAL kth November, 1952. 


FOREIGN OFFICE, S.W.1. 


Dear Chancery, 


We have been informed by the London office of the British 
American Tobacco Company that a snag has arisen over the transfer 
of their properties in China since they have become involved in 
an attempt by the Chinese to seize the property of the Midland 
Investment Company (MIC) which is a Shanghai Company owned by 
five Chinese brothers, the sons of Cheang Park Chew the founder 
of the firm, one of whom is in Shanghai and the other four in 
Hong Kong. 


Ze The pretence is that MIC is owned by Yee Tsoong Tobacco 
Company (YTT, subsidiary of BAT), whereas in fact all YTT's 
holdings in MIC were sold to nominees of MIC in 197, and no 
other subsidiary of BAT or BAT itself had any further interest 
in MIC after 197. 


3. However the brother in Shanghai, (“in view of my political 
re-awakening") has claimed that MIC is owned by YTT and Tiencken 
the Chairman of YTT has confirmed this, probably under pressure, 
Price, a legal expert of YTT,. says that in any case, under 
Chinese laws the statement of the Cheang brother in Hong Kong 
could not be questioned by YTT. 


lh. For some reason - perhaps because they feel that such a 
blatant swindle should have a lot of white-wash - the Shanghai 
Tobacco Company which is taking over YTT, and which of course 

is an official Chinese undertaking, insist that YTT ownership of 
MIC be confirmed by BAT(Hong Kong) or by the four brothers in 
Hong Kong. 


5.  BAT's legal adviser in the United Kingdom has warned them 
that the consequences of such a statement would be incalculable 
and might include action for damages by MIC in Hong Kong, and 
implication in any “confessions” made by the Cheang brother in 
Shanghai. The legal adviser suggested a compromise formula by 
which BAT would deny ownership of MIC, but say that if YTT were 
convinced according to local law, that this denial was incorrect, | 
then no further authority was required than that already held by | 
YTT to transfer all assets. When this was rejected, BAT's legal 
adviser suggested the alternative that BAT confirmed to YTT, 

that authority existed for transfer to the Shanghai Tobacco 
Corporation of any interests YTT may have in MIC. 


6. YTT reported that this formula was also unacceptable and 
again demanded a definite statement of ownership. 


Te There the matter rests. It seems likely to result in the 
Ceti: detention of some cr all of YTT’s non-Chinese staff, 
7 British 2 Americans and one Norwegian). | 


8. We have not yet been asked to help but may be if the 
matter is not resolved quickly. 


Yours ever, 


CHINA AND KOREA DEPARTMENT. 


The Chancery, 
British Embassy, 
Pekin 


E 


FAR EASTERN DEPARTMENT - CLIOS /3 SG 
CHINA 2 } 


Dated / o/ 7 


Received in 
Registry— 9/1 * 
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) CONFIDENTIAL ! British Consulate General, 
’ Shanghai. | 
BY SAFE HAND 
\\, _ 
No. 310(8/8/39/52) 10 September, idsh, 
Copied to: 
Chine & Korea Department. Ppa wae 
GW. Aldington, Esq., 0.B.E., re be /105/38¢ 
Hong Kong. cera ees ee ; 
Dear Chancery, ic (i of 4 


Your letter No. S/O 391 
(2250/157/52) of June 25th to China and 
Korea Department. 


2 We regret the delay in 

sending our comments as requested in para. 

2; the facts and the attitude of the firms 
affected have been difficult to assemble. In 
the end, however, your suggestion that it would 


be best to lie low seems the only possible con- 
clusion. 


3 This discrimination applies to 
all foreign firms engaged in manufacturing; 
traders are not affected. hus there are only 
one or two non-British firms to be added to the 
list of British firms enclosed in our letter No. 
182. These non-British firms did not put their 
position to the Chinese authorities, nor, we 
understand, to their own representatives. The 
most important of them, a Swiss aluminium company, 
ironically enough had made such a large profit 
(of course in non-remittable currency) that they 
did not mind paying the inflated tax. 


4. As regards the British firms, 

they felt that having struggled through this 
difficulty it was inadvisable to revive the question 
lest something more onerous be invented against them 

- a sad commentary on the times! They are watching 

to see what happens next year, but on the whole their 
attitude seems to be that this sort of imposition will 
not be among the most serious of their worries. 


Yours ever, 


SHANGHAI CONSULATE GENERAL. 


The Chancery, 
British Embassy, 
PEKING. 
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Dear Chancery, ? Mpa Nate 
You! probably have seen in 

recent Chamber of Commerce minutes references 

to closing down. We have delsysd reporting 

on this because they have come to the edge of 
this decision before and then drawn back. Now, 
however, the decision does appear to be final. 
The Committee have passed the necessary formal 
resolution which they expect to have endorsed at 
@ final meeting of the Chamber on September 12th. 


2. More importent, notice has been 

given to the Chinese employees that their services 
will terminate on October 3lst. It was felt thet 

a fair margin of time should be given for the in- 
evitable negotiations. The Chamber have an agree- 
ment with the employees, but as you will know formal 
agreements in China these days appear to be of re- 
markebly little value. 


Se After the formal closure of the 
Chamber informal meetings of course will be held 
from time to iime by the interested perties on all 
matters of general concern. 


Yours ever, 


SHANGHAI CONSULATE GENERAL. 


The Chancery, 
British Embassy, 


PEKING. 
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TELEGRAPHIC ADDRESS 
DOLMIR LONDON 


LONDON, E.C. 2. 


4th November, 1952. 


iy Gear voOhnston, 


wany thanks for your letter of 
October 30th (reference »C 1105/387). 


i had learned of the closing of the 
british Uhamber of Vommerce in Shanghai through 
copies of their Minutes,which they send me, and I 
had assumed that the business leaders would, in fact, 
continue with the informal Meetings after the formal 
closure. It is all part of the tragedy. 


Yours sincerely, 


C.HeJOhnston, sq., x 
roreign Uffice, 
London, S.W.le 


MARGIN. 


= 
L 
~ 
é 
z 
E 
ec 
> 
uu 
ie] 
O 
~ 
UO 
< 
L 
O 
Zz 


DS. 


Registry 
No. FC NOS |387 


Top 


Restrig¢ted. 
Opén. 


Confidential. = Ws , 


Draft. 


Ly. Nibelere 


hy. Tolnehs - 


MARGIN. 


= 
L 
~ 
. 
z 
E 
oc 
> 
uJ 
a 
O 
O 
4 
L 
~ 
O 
z 


~~ ~&*®, ~* 
2 ORGY gatas 
a ie 


(FC 1105/3687) FORSIGN OFFIC, O.lete: 


EI; 


RIAL. 30th October, 1952. 


Vith refere.cce to uy ietter FC 1105/2211 of 16th 
June about the possibility of the closing down of the 
Shanghai Chamber of Com erce, we lnve no. received a 
delayed report from Shanghai th: t a finel decision 
appears to have been tuken to ciose down the Chamber. 


The Comittee of the Chember passed a formal 
resolution recom endiug closure which was expected to 
be cadeoreed -t a finel meeting of the Chamber on 12th 
“eptember. oe have not yet had confirmation that 
this was donee 


Notice was given to the Chinese employees 
terminoting their services from 3ist October, to ive 
a fair mercin of time for the inevitable negotiations. 
The Chamber have an a sreement with their employees but 
Bumetead coments that formal agreements in Chita 
these deys appear to be of remarkably iittie value. 


Bumstead expected that, after the formal closure, 
informal meetings will be held by the interested 
parties on all matters of general concern. 


(C.H. Johnston) 


GE. Mitchell, “6qe, 
China Association. 
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HER 
EXDS Majesty's C. ad'a. at Peking, 
presents his éompliments tofM, P.S.S.F. Ae ? F, O. 

and has the honour to transmit to him the under-mentioned 
documents. 


eee eee 


British.. sau | FC 1105/2388 } 


eeeeeee eee e ee eee eeeeeet eee reeeeeeeeeeeeeee 


eeeeeeeeee eee eee eeeeeee ee eee eee eee ereeeeeere 


9th September,..1952.,...., xom...... 
Reference to previous correspondence: cc AO %b> 


Peking compliments slip to China & Korea 
Department No. $0,899; ef.iaGeh August, 1952, 


Name and Date. | Subject. 


——— —_—-= - —- -——— 


| Cony of oxteea’ from Disposal of Plant. 


The International Export 
Company's letter to B.F.G. 
Lamb, Esq., London No.1 
of 20th August, 1952, 


(Tranenitled under Tenor 
pl. t Peheng No. 25% of 3 Spt) 


rer 


a: et PY 


TO 


“7% “ SS = >- ee ae 


1=,8.06%1952 


ons Baa WS 


i, 
tror ed 1. 
. e u's d3ihs Vaiirid 
‘ ~ ~ oe 
2 wh hae Leaf A 
*« “4 2S" P tne 
2 Re, SJ . ~"* > - 
VHSB HMOMRIVIIGOD Syoveswea Of Byitststsy; 
’ . 
. 2. mea _— —- ant fame w le 
Eo -— Pat J - {3 = » rile qt! L J _—— > os.” ~— Stee — 
olin pe " = ~ 
" }. bd an .S a \ as -> c we ry 
‘ C; ° " e = u _ * +9 ‘ <4 % 
eh, ~~ eA : 7 - 
* _—— ~ —— ee Oe ee eee ee ee owe ee —_ cL Le i Ae elas, a tt, 
fae ; ie — 2 7 
.S 
, or > - - ‘—_ } “--~ f 
ry rt ond ° s es (ver ; ; 
els 3 . ' ‘ ao & wv we’ WV a aS - C a4 ~ 
a o > 4. - : “ 
- ~ : rr r rer’ ss ~ 
OS * A!) Be 2 Ji i% od J £ i} : or ai.i. Sr; . 
Al r . A. - «- > A. , g «> ? <P rv co ” he r 
ewe. e@ Os “Suu 9i G ¥,4455 4 Ow 
Ox - er byeen.T nos raf t 
~¢ he oO ies? . =e < eis 4a! , ‘te ; 
‘ 


Sc... * . e.« 86 >. * eis 


pre 8 | 

’ c , Tih 

oi DD oe  tiegeM SLE. 
erie R.; shosiihgmMos ey 2IHseZoig 


’ riirt isis ‘du ; if! a + fehl aale' Hos 


- r- 
, 
v | \. e > - . 
> ~>-* * 5 i ©. ‘ ‘ > » 
; é . ee | 
> . 
. a 
. .¥ >> 
Ad 
e} 
~ 
x, =. 
-.*,.* 
a be! 
el 


COPY. 
No. 1359. 20th August, 1952. 


B. F.C. Lamb, Esae; 
"D" Department, 

14 West Smithfield, 
London, E.eCele 


Dear Mr. Lamb, 
DISPOSAL GF PLANT. 


We were called to the Corporation again yesterday to 
discuss the disposal of the Plant and the Corporation 
started by asking if we had any reply from you in connection 
with our last meeting. I stated I had reported the meeting 
to you by letter on the 7th inst. that you were away on 
holiday and I doubted if any reply will be forthcoming before 
SOth inst. at the earliest. The Corporation said it was 
now two weeks since the last meeting and they thought the 
easiest way out for us and everybody would be a bat. They 
confirmed they were uninterested in a lease and reiterated 
their contention that a bat would show London's kindness 
and wish to cooperate, They again asked me what is my 
Opinion. I dated that as I was completely in the dark 
regarding the consequences one way or another, and I had 
asked the Corporation what is going to happen when we are 
unable to meet our liabilities and had received no reply, 
it is impossible for me to form an opinion. For the same 
reason and because I had only been able to report the last 
meeting to London it must be very difficult for London to 
form a picture in their minds of the whole situation. A 
bare statement of fact such as was passed on to London in 
our letter of the 7th inst. that the Corporation are not 
interested in a lease but that they want us to give the 
factory away is not conducive towards assisting anybody 
in London to make up their minds, I had been unable to 
give London a picture of the alternatives attached to the 
whole business and the position remains unchanged; both 
myself and London are completely in the dark and my direct 
questions regarding eventualities remain unanswered. 


Talk now became general and the Corporation repeated 
their remarks about how easily and quickly the situation 
could be solved if a bat was agreed to, they stated the 
sole reason for having asked us to discuss the situation 
again was to enquire if we had any reply and they thought 
it was up to me to try and settle this matter as quickly 
as possible and to find out what London's opinion is. I 
stated I would send a short telegram off to you but again 
said it is very difficult for anybody to make up their 
minds when so little is known. 
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TELE Tt CITY 1212 (20 Lines) TELEGRAMS:“WIDESPREAD TELEX, LONDON? 


CL 


\EX. 


THE 


UNION INTERNATIONAL COMPANY | 


LTD. 


Inreply please quote Ii4, WEST SMITHFIELD, 


BFCL/CPC. LONDON, E.C.1. 
pt DEPT 


Your Kef: FC 1105/377 IFC [los SBF 


Attention Mr. C.H. Johnston. — 


The Under-Secretary of tate, 
Foreign Office, 


LONDON, S.W.1. 17th October, 1952. 


Sir, 


We refer to our letter of the 2nd inst. in which we 
set out a cable sent by us to our Mr. Marshall in Tientsin 


on the 29th September. On the 8th inst. we received the 
foliowing cable in reply 


66 YOUR 60 AUTHORITIES STATE ALR@ADY INFORM RD 
US NOT IN ANY WAY INTERESTSD PURCHASE LEASE 
ONLY SOLUTION THIRD ALTERNATIVE FULLSTOP 
POSITION IS AS FOLLOWS CORPORATION OWES US 
FOR SALE REMUNERATION MILLIONS 750 CASH IN 
HAND 95 ESTIMATED EXPENDITURE TO END OF 
OCTOBER WAGES 120 SUNDRIES 30 PROPERTY TAX 
FOR THE YEAR INCLUDING FINE 312 SUBSIDY 
SEASONAL WORKERS 210 PLUS SWIRE 170 REMAIN 
ING STORES ONLY SALEABLE AS SCRAP WITH 
EXCEPTION OF AMMONIA 141 WHICH PREVIOUSLY 
ONLY BOUGHT WHEN REQUIRED BOOST CHARGE 


The words "third alternative" were a cloak meaning a 
give-away of our property. The latter part of the cable 
conveyed that funds would only be sufficient to enable Marshall 
to pay his way until the end of October, 1952. 


We next received the following message from Marshall on 
the 14th inst. This was apparently telephoned by him to 


Sharghai who in turn telephoned to Hongkong who passed it on 
to us by cable 


tenes res, a — ~~ — +. 


; rt‘ . *, 
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The Under-Secretary of State. 17th October, 1952. 


wTe_—_——! 


REFER OUR 66 ANXIOCUSLY A'Y/AIT REPLY OUR OPINION 
THERE IS NO OTHER SOLUTION THAN THIRD ALTSRNA- 
TIVE SITUATION VERY DIFFICULT IF THEY CHANGE 
MIND OWING TO DELAY FULLSTOP IN ANY CASE SURE 
TO DELAY WHILE ARRANGEMENTS FINALISED DURING 
WHICH WE RESPONSIBLE CONTINUE USUAL PAYMENTS 
INCLUDING SUBSIDY 


After much deliberation we sent the undernoted cable to 
Marshall at Tientsin on the 14th October. The reference 
146 was to his letter of the same number, copy of which 
we sent you with our letter of the 29th September. 


65 YOUR 146 WE AGREZABLE THIRD ALTERNATIVE ON 
LINES OUTLINED BUT FIRST TELEGRAPH YOUR 
AUTHORITIES PRECISE PROPOSALS 


We have now had the following cable from Marshall dated 
16th inst 


69 YOUR 65 AUTHORITIES CONFIRM AGREEMENT IN 
PRINCIPLE OUR LETTER 9TH SEPTEMBER BUT FORMAL 
NEGOTIATION WILL COMMENCE AFTER WE NOTIFY FAB 
TOMORROW SUGGESTED BASIC TERMS IN WRITING 
FULLSTOP PRECISE PROPOSAL WHICH PROBABLY 
JOINT WILL EMERGE IN DUE COURSE 


You will understand the impossible situation in which 
our people in Tientsin fina themselves, and we would appreciate 
any advice or recommendation which you can give us before what 
looks like the final stage has to. be taken. 


We are, Sir, 
Your obedient Servants, 
THE UNION INTE , ie OMPANY, LIMITED. 


Jn 


B.F.C. 
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TELEPHONE: CITY 1212 (20 tines) 
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UNION INTERNATIONAL COMPANY 


LTD. 


- 


Inreply please quote 4, WEST SMITHFIELD, 


LONDON, E.C. 4. 
BFCL/ CPC. 
"Dp" DEPT. ” 


ae 
Your def: FC 1105/389. | Ye; 
y FC 1.0 S889G) 


Attention Mr. C.H. Johnston. ™ 


The Under-Secretary of state, 
Foreign Office, 
LONDON, S.W.1. 27th October, 1952. 


Sir, 


Further to our letter of the 17th inst., for your information 


we received on the 24th inst. the undernoted cable from our Mr. 
Marshall at Tientsin: 


70 IN ORDER TO CLARIFY YOUR TELEGRAM 65 PLEASE 
TELEGRAPH QUOTE WE AUTHORISE YOU TO NEGOTIATE 
DISPOSAL PROPERTY ON BEHALF OF INTERNATIONAL 
EXPORT CO. TIENTSIN UNQUOTE AUTHORITY TO SIGN 
NOT YET REOUIRED 


We replied on the 25th inst. as follows:- 


“WE AUTHORISE YOU TO NEGOTIATE DISPOSAL 


PROPERTY ON BEHALF OF INTERNATIONAL EXPORT 
COMPANY TIRNTSIN 


we are, sir, 


Your obedyent Servants, 
THE UNION INTERNA WAL COMPANY, LIMITED. 


7A 4,./ 


ois We LAMP. 
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TELEPHONE: CITY 1212 (20 Lines) TELEGRAMS‘“WIDESPREAD TELEX, LONDON’ 


— od THE 
UNION INTERNATIONAL COMPANY 


LTD. 


Inreply please quote i4¢, WEST SMITHFIELD, 


LONDON, E.C.|I. 
BFCL/CPC. 
"DH" HEPT, 


Your Ref: FC 1105/389._ 


‘ 
Attention Mr. C.H. Johnston.: _ 


The Under-Secretary of State, 
Foreign Office, 


LONDON, S.J. 27th October, 1952. 


oir, 


We thank you for telephoning on the 23rd inst. the message 
received by you from Mr. Leo Lanb at Peking to the effect that 
our Mr. Marshall at Tientsin would, at an early date, recuire 
the sight of the Title Veeds of our Tientsin property. With 
your concurrence we would like to avail ourselves of Mr. Lamb's 
suggestion that these Deeds should be sent by Queen's Messenger 
to Peking for safe keeping there by Mr. Lamb. We are accordingly 
making arrangements for the Deeds to be handed at an early date to 


Mre F.C. Wright, Foreign Office Mail Officer, Peninsuler Hotel, 
Kowloon, Hongkong. 


We woulc like to make it quite clear that our Title Deeds 
should not be released by Mr. Lamb to anyone without prior 
authorisation from us in London. There is no objection to our 


Mr. C.IT. Marshall, or anyone nominated by him, having a sight of 
such Deeds. 


Thanking you and Mr. Lamb for your kind attention to this 
matter. 


We are, Sir, 
Your obgpient Servants, 
THE UNION INTERNATIONAL COMPANY, LIMITED. 


MW / 


B.F.C. LANBS 
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Mr. John Swire telephoned this afternoon 
to give an oral reply to my, letter of 
October 6th to Mr. Mitchell. 


The Chinese Association hel@ an 
Executive committee meeting this afternoon, 
which,also attended by Mr. Robin Gord@n, 
who recently left Shanghai and has had 

full discussions in Hong:Kong. There was 
- complete agreement that a general protest 
by Mr. Lamb at this stage, would be 
premature and might upset the negotiations 
i 


closure, which the Com..ittee felt were 

a fair way. They agreed however that 
particular representations oft specific 
| cases would help. They felt that the first 
necessary: step:was to get the facts clear 
and they were therefore asking Hong Kong 
to inguire whether individual firms had 
specific cases which they nee ee’ to 
have taken up. They sugrested,at the 
' game time Mr. Lamb might ask Mr. Bumstead 
'to institute similar inquiries in Shanghai. 
Any suggestions for specific representations 
which Mr. Lamb or Mr. Bumstead might 
themselves wish to make, would also be 
welcome, Another case in which representa- 
tions by Mr. Lamb might be useful, would 
be if it appeared tiat a number of firms 
had received no reply from the Chinese 
authorities to their applications for 
permission to close down which were made 
in July. On this point it would also 
be necessary to establish the facts first. 
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BROAD STREET House. 
54, OL_pD Broab STREET. 


LonpDon. E.C. 2. 


16th October, 1952. 


of 6th Uctober, lire Swire tells me he gave you on the jJelephone 
yesterday an outline of the views of the “xecutive U itvee, 


which it was vroposed to telegraph to Hong ‘ong, ays 
asks me to send you copies of the messages exens ; 
are enclosed herewith. 
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From China Association to Hong Kong 8th October, 1952 


"Sir A. Morse from S.A.Gray: Following for Yollar from Mitchell: 


Please telegraph your Sommittee's opinion regarding views 
expressed in Psragravh 3 of Peking telegram No. 751 to hel®P 
my Committee in replying to Foreign Office request for our 
comments." 


From Hong song to China #«ssociation 9th October, 195c. 


"S.AeGray from Sir 4rthur Morse: +he following is H.J. 
Collar's reply to your telegram of 8th (Begins) 


"Yhis subject was discussed at Meeting yest rday at 

Which Gordon was present (Stop) We reaffirm our view 

that the time has not yet come for general representation 
but we agree that individual matters may usefully be taken 
up (Stop) Gordon emphasises desirability of ensuring that 
such cases are water-tight and that where appropriate local 
procedures such as those referred to in +ientsin interview 
of 29th sugust 1952 should first have been exhausted." 
(Message ends). 


From China #«ssociation to Hong Kong 16th Octobcr, 1952. 


"From S.A. Yray to Sir 3. Morse: 


"Further to our telegram of 8th Octob:r and Sollar's reply 
Executive Sommittec ut meeting yestcrday attended by Gordon 
accepted Shanghai and Hong Kong's view that time has not yet 

come for gencral representations but consider that Lamb might 

well be able to help whcrs individual firms have complied with 
appropriate Shinese procedures and have not met with the 
expcditious treatment promised in Vice Ministcr's 5th July 
statement (Stop) Pleasc ask Shanghai for any specific instances 
which firms concerned would like taken up in Peking (Stop) 

Forcign Office informcd we are cabling as above also that we 
suggcst that Lamb rceccives an independent report from Bumstcad 
giving dctails of present state of negotiations in cach particular 
instance and requesting him to edvise in the light thercof any way 
in which he himself considcrs his help mi; ht prove useful (stop) 
It occurs to us that if therc are any cases where applications 

to closc have remaincd completcly unanswered morc than three 
months collective request for expedition might be desirable." 
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D: 8.4, a.m. 21st October, 
1952, 
R: 10.16 a.m. 2ist October, 
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Please pass following to Union International Company 
London, from Marshall, 


RESTRICTED 


[Begins ]: 


With reference to our letter of 30th September 
1918 to Langford, Shanghai, we suggest that you arrange 
to send the title deeds to the Embassy Peking by Queen's 
Messenger. 
[Ends ]. 


See my immediately following telegram before taking 
action. 
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Mr. Lamb 


No. 814 D. 6.22 a.m. 20th October, 1952 
21st October, 1952 R. 3.13 poem. 218t Octeber,’ 1952 


CONFIDENT 


My immediately preceding telegran, eho S 34 | 


Marshall has infermed Her Majesty's Consul-General Tien- 
tsin that his Lenden effice have agreed to the surrender of all 
assets against the remissien ef all liabilities as suggested in 
his letter 146 of 9th September te his Londen office. 


2. The title deeds for the company's preperty are kept 
either in Heng Keng er Londen and have never been handed te the 
Chinese authorities. Marshall thinks that as seon as the agree- 
ment is broached the Chinese will immediately want the deeds 
handed over. Marshall would be unwilling te de this until the 
negetiations had been satisfactorily concluded, but then he 
would want to be able te do so witheut delay. There would be ne 
security in having the deeds sent te him er te Her Majesty‘s 
Consulate General, and he therefore suggests they might be 
kept in safe custody ef Her Majesty's Eabassy pending 
instructiens frem you to hand them over te a designated party. 


3. If yeu see ne objeetien I am prepared to act as pre- 
pesed, 
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VORZIGH OFFICE, S.ii ole 


(FC 1105/392) 2hth October, 1952. 
COUFT DENT LAL. 


Dear Wright, 


Her Majesty's Chargé d’Affaires in Peking has 
suggested that the title deeds of property in 
Tientsin owned by The Internstional Rxport Company 
(Tientein) Limited should be forwarded to him for 
sefe kee the conclusion of the firm's 
negotistions for the winiing up of ite effeirs,. The 


documents ere in Hong Kong and the agent there of 
the Lendos 


ay 


t tig & the Union international 
ted, will you to forwerd them to 
Peking by the official confidential bag. 


2. We should be grateful if you would do 80. 


Se <A copy of this letter is being sent to 
Peking. 


Yours ever, 
CHINA AND KOREA DSPARTUSNT, 
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Addressed to................. Pekin. 


Your telegram number s1yfof October 
21st: #itle deeds of International Export 
Company's property]. I agree. Deeds 
are ase Hong Kong,and Mail Officer is 
being asked to forward them, 

Oe Union International Company request 
that the deeds should not be handed over 
except on instructions from mé., There 


is no objection to Marshall or anyones 


nominated by him seeing them, 


( le 
21 


a, 


WU) FILE 


CONFIDENTIAL, 


FROM FOREIGN OFFICE TO PUKING 


Cypher/OTP DEPART) ENTAL 
FO 1105/592 DISTRIBUTION 


lio, 910 


27th October, 1952, D. 7.35 pom. 27th October, 1952, 


CONFIDENTIAL, 


ee 
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Your telegram lio. %14 |of 21st October: title deeds of 
International |:xport Company's property]. 


I agree. Deeds are in Hong Kong, and ‘ail Officer is being 
asked to forward them, 


2,  Inion International Company request that the deeds 
should not oe handed over except on instructions from me, There 
is no objection to /arshall or anyone nominated by him seeing then. 
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Mr. Lamb. De 9-42 am. 23rd October, 1952, 
No,817. 


25rd October, 1952, 


R. 11.58 a.m. 23rd October, 1952. 
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/10 8} 

— |Fcuoe/31z | 

Addressed to Foreign Office telegram No.817 of 23rd 


October, 1952, 
Repeated for information to Hmg Kong 
and Saving to — rn 


: “ee Se 
Shanghai telegram 196 Saving O me, (355 
British Business in China, 


In view of lack of progress after this length of time 
and of firms’ difficulties about paying off staff at 
Tientsin, there can now be little doubt that conclusion in 


paragraph 2 of above telegram is correct, wy 
2. My views, which are antsinet in, gents detail 
in my letter to R.H. Scott of 2 Octover (drafted before 


receipt of this Shanghai telegram and copied to Homg Kong) 
which should reach you by bag in about 10 days, continue to 
be, as also stated in my telegrams 657 paragraph 2 and 7)7, 
that official representations ought Zo be made som wit 
regard to the wmsatisfactory state affairs despite 
assurances in Vice Minister for Forgign Affairs statemfnt of 


July 5th. , 

' Feuss{s2o fe sf 3¥9 
3. In such representations I agree that it would be 

sufficient merely to state the fact that no response has 


been received from local authorities to applications to close 
without disclosing names of firms. 


4. I do not (repeat not) however share the view that 
no mention should be made of Tientsin difficulties, On the 
contrary, in my opinion, they should be stressed in the sane 
Ccommmication as further evidence of the apparent failure 
of local authorities to implement Vice Minister for Foreign 
Affairs public assurances. However, here again I would be 

epared not to give names of firms caecerned, at any rate 
at this early stage, later on it may become expedient 
quote actual cases. Publicity may be a valusble supporting 
or in the situation and so I think we ought in due course 
O make public the fact that, in view of the lack of progress 
despite Vice Minister for Foreign Affairs assurances, I had 


/oeen instructed 


CONFIDENTIAL . 
Peking telegram No.817 to Foreign Office, 


ans 


been instructed to make appropriate representations to the 
Chinese Government. This would, I fad may comply with 
Shanghai Manager's "factual" qualificatims. 


Foreign Office please pass to Hong Kong ‘as my Priority 
telegram No.28.. 


[Copies sent to C.0. for repetition to Hong Kamg] 
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’ CONFIDENTIAL 
FROM SHANGHAI TO FOREIGN OFFICE 


Cypher/OTP FOREIGN OFFICE AND WHITEHALL 
DISTRI BUTI 


Mr. Bunstead 
No. 271 D: 2.31 a.m. 23rd October, 1952. 


18th October, 1952. R: 11.20 a.m. 23 1952. 
CONFIDENTIAL IF © 110s /aq, 


Addressed to Peking telegram No. 195 Saving of LOtH Ostoter 
Repeated for information to Foreign Office Q 


Hong Kong. a & ee, -¢ rl 


yi & 


Your telegram No. 571 to Foreign Office. Closure of British 
Firms. 


I expect to reach Hong Kong on 26th October and in anticipation 
of discussions there saw Shanghai managers on 17th October. I 
summarise their present views as follews.. 


ee Fe S| SS ae 2 

2. Position is that ne further meeting with Sheppard's friend 
(my saving telegram No. 182) is expected to take place. Not one 
of the firms whe have applied for permission to close has had any 
reaction whatsoever though central and lecal authorities have now 
had adequate time in which to consider the general principles. 

It is felt they are being deliberately ebstructive with ebjectives 
of bleeding the firms white financially and of avenging themselves 
for less of face preduced by the withdrawal of the prepesal. 


3. # Managers new favour further general diplomatic representations 
related to Chang Han Fu's statement ef 5th July pretesting against 
delays. It would be undesirable at the present stage to name 
particular firms and the managers do not want either specific 

or separate mention of difficulties. 1¢ is suggested that Hong 


Kong managers consider this prepesal and give tongue after I have 
been able te meet then. 


4. Managers here are somewhat concerned ever publicity and would 
like this to be factual only if it can pessibly be arranged. They 
realise hewever that en release ef any eventual nete certain 
sections of the press may fellew their ewn lines. 


Fereign Office please pass te Heng Keng as ny telegran 
Ne. 9. 


[ Copy sent te 0.0. fer transmission te Heng Keng]. 
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Repeat to :— Following for AVdington from Foreign 


SAVING Office, 
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MARGIN 


Please give fojlowing message to 


Bumstead on arrival. 


IN THIS 


2. We are very gad to welcome you back 


to British territpry after your long and arduous 
time in Shanghai 


ben agree that, as proposed in your telegram 


No. 195 Saving fo Peking [of October 18th], 
pp *bleum s 
you should disguss oLosure, of British firms 
fre Nt ¥ Cm le 


with Hong Kong managers, You—witd—-be-GHenre 
Fit Chega OS unt ean I aa ptr Me 


Gogexx ef/differenced sp—riemponthie—question—ss 


Visas 4- 
Cypher. between firms sprese ss in London, 
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Distribution :-— Hong Kong ang Shanghai. Yn 3 hbanld }: 
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Le We do npt propose to take anyfertrer 
action on P¢king telegram No, 817 to Foreign 
Office [of Pctober 23rd], repeated to Hong Kong, 
until we have telegraphic report from you 


on your d¥scussions with Hong Kong managers, 


+/10 


Copies to :— 


(25298) Wt. 40336-200 125m 2/50 G.S.St. 
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BRITISH BUSLNESS#S IN CHINA 


(e090 4392 Ce west Ay 


With reference to Spangha telegram No. '271 
and Peking telegram No. 7, L submit a draft 
telegram to go through the Colonial Office to 
Hong Kong for Mr. Bumstead, who is due to 

arrive there on October 26th. 


26 When we get Mr. Bumstead'’s report on 
his discussions in Hong Kong, we can consider 


whether it would be desirable for Mr. Lamb to 
make further representations, 


IM Pave 


fo (C.H. Johnston) 
2uth October, 1952, 


Ld 


b> le 


Af fort (u wiles nets ¥ uth. fet © J 
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*» BORSIGH OFFICE, 3.#.1. 
25th October, 1952. 


i enclose a draft telegrem 
te Hong Kong, which I should be 
very grate if you would despetch 


this morning. 


CONFIDENTIAL OUTWARD TELEGRAM 


FROM THE SECRETARY OF STATE FOR THE COLONIES 


_ = 


F eos 39s 


TO HONG KONG. (Sir A. Grantham) 


Simpisx 


Addressed to Governor Hong Kong 
Repeatec By Bag :0 Peking. 


Following for Aldington from Foreign Office. 


Please give following message to Bumsteac on 
arrival. 


Le We are very glad to welcome you back tos Bra SAS2 
territory after your long and arduous tims in Sa ale 


We agree that, as proposed in yocr t?.egram 

95 Saving to Peking (of October 18th), you skou73 
Seuss problems of British firms with Hong Kong MAU ger se 
Z are anxious to ascertain whether there ae dif*fevancaa 
' between views of firms in London, Hong Kong aie Shanghate 
You. should not, repeat not, commit H.M.G. 


Le We do not propose to take action cn Peking 
selegram No.817 to Foreign Office (of Oct*ber 23ri), 
repsated to Hong Kong, until we have telecrarphic reapers 
from you on/your discussions with Hong Kong msnagerse 


Fe 195| 343. 


(Copies sent tc Poreign Office outward Bag Room for 
onward trensmission to Peking. ) 


Cepy sent tcs- 


Forsign Office Mre JeMe Addis. 


FAR FASTERN DEPARTMENT 


Boo 
Dated Qo Hk Ochs ef 


Received in 
, cs 23 
Registry— “ 


‘, 
. ~ 


ee re 


Leet Paper 


a eee 


References 


NN He did st wil he due at (rts 
+m Log unt. Che Hew Ltcness inCreate 


(How disposed of) 


“lel. JE Rbaing. Ne 25 


el 6, Pebhng ne Vel 
"| g/t ) 


(Action a 


completed) | oy 4) cole tas ’ 
ui hey trade in Chin. ' (Ley . ny k sj 
9 ( yo had, th, mag be radia ton snnced, 
Next Paper ‘ty He pore ) _ Chine naa tHe, 


Man sith corte es cd. be me 


LAO | 


(A) Me. hank hing, ns. 847 5th Narember 


Cypher/OTP 


Mr. Lamb 


Ne, 833 D. 9.38 am. Mth Octeber 1952 
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Fellewing is text ef message sent by Shell's Canter 
manager te Shell manager Shanghai. It speaks fer itself 
(establishment gratuity mentiened is ene menth's pay 
per year of service and mere fer leng term empleyees). 


[Begins ] 


Staff ebtained higher Unien appreval ef the pay eff 
demand which was then referred te Fereign Affairs Bureau 
in accerdance with the latter's pregieus advice te let them 
knew and if they censidered reasenable weuld discuss with 
Labeur Bureau. 


2. Appears Fereign Affairs considered excessive and the 
matter seems te be back with higher Unien. 


3. Fereign Affairs said in effect did net wish te drive 
eut fereign business but en the centrary weuld like them te 
centinue te de business /and greatly increasing, terns net 
cenducive te this eb ject /furthermere the firms sheuld be 
treated individually with regard te whether they always 
wished te clese er ferced by circumstances, and whether 
threugh clesed frent deer tried te keep the back deer epen 
in Heng Keng. 


Shell had net wished te clese eriginally er weuld have 
done’ se befere, The feregeing mest confidential. 


he Staffs prepesed terms additienal te establishment [ot | 
gratuity: 


/ 


“ (1) Severanse ef the three nenths. 
(114) Netice ef ene nenth. 
(144) Supplementary ene. 
(iv) Repatriation ef appreximately 6,000,000. 
(v) Special allewance ef 5,500,000 te 5,000,000. 
(yi) Additienal 10,000,000. 


OCT / The feurth 


ae 


The feurth item represents a menth fer highest paid man, 
Fifth is [gp undec ? what we] granted last January. 


Sixth is a new ene because we gave ne pay increases in 1919. 


Phe feregeing represents additienal 478,000,000 
appreximately fer eur 2) staff cempared with last pay eff 


and en basis ef lewest paid man representing ever 38 menths 
additienal gratuity. Please bur, 


[Ends] 
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repeated for information to 


Your telegram No. 833 [of October 
40th: closing down of Canton branch of 
Shell}. 


Please clarify paragraph 3. 
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ist November, 1952 D. 1.50 p.m. 18t November, 1952 
Your telegram Ne, 833 (ef 30th October: closing 
down of Canton branch of Shell]. 
Please clarify paragraph 3. 
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5th Nevenber,1952, R: 7.33 a.m. 5th Nevember,1952, 
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RESTRICTED 


Yeur telegram Ne: 925, =. uo 3V6 


I am net toe clear myself ef the meaning ef the 
paragraph and will ask Canten te clarify. But before 
deing so I weuld be glad to knew if there are any 
particular items whieh yeu weuld like explained. 
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FC1105/396 DEPARTIENTAL DISTRIBUTION 
No. 9d 

Sth November, 1952 D. 9.20 pom Sth November, 1952. 


ACNE TINT AT 
CONF IDSNTIAL 


Your telegram No. 87 [of November 5th: closing down 
of Canton branch of Shell]. 


We should like to know in particular what is implied 
by the reference to keeping the back door open in Hong 
Kong. 
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FC1105/396 DEPARTMENTAL DISTRIBUTION 
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Sth November, 1952 D. 9.20 pom Sth November, 1952. 
CONF LDENTLAL 


Your telegram Ne. 8&7 [of November 5th: closing down 
of Canton branch of Shell]. 


We should like to knew in particular what is implied 
by the reference to keeping the back door open in Hong 
Kong. 
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— INWARD TELEGRAM 


TO THE SECRETARY OF STATE FOR THE COLONIES 
“FROM HONG KONG (Sir A. Grantham) 


D. 26th October, 1952. 
R, 26th " 


PRIORITY 
SECRET 
No. 973. 


Addressed to S. of S. 
Repeated to Peking No. 151 (S. of S. please pass). 


Shanghai savingram to Peking No. 19*= 
British Business Firms in China. 


Keswick has now informed heads of other major British 
firms in Hong Keng concerned that active socperation of Foreign 
Affairs Bureau, Tientsin, in the closing of Jardines’ Tientsin 
office can apparently only be obtained on the following terms 


(A) Exchange of all assets against all outstanding liabilities 
(B) No other compensation of any kind to Jardines 


(C) Jardines to accept responsibility for completion of all 
outstanding commercial contracts. 


2» Keswick feels that although this would represent severe 
sacrifice, there is precedent for settlement on these terms (this 
presumably refers to B.A.T. and China Soap Company). Further 
efforts are being made to secure better terms but, if these are 
unsuccessful, he fears he will have to agree to the above terms 
under duress. He feels that the ‘wait and see’ policy has proved 
very costly and his main concern is to stop what he describes as 
‘intolerable remittances’. 


Be Reaction of other British representatives not yet known. 
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TELEPHONE: CITY 1212 (20 Lines) TELEGRAMS:“WIDESPREAD TELEX, LONDON” 
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THE 


UNION INTERNATIONAL COMPANY 


LTD. 


i4¢, WEST SMITHFIELD, 
LONDON, E.C.1I. 


Inreply please quote 


"D" DEPT. 


xour_ nef; FC 110° £593: 


The Under-sSecretery of state, at P os 393 ie 


Foreign Office, metre 
LONDON, S..".1. 31st October, a 


ee et ee ae 
Sir, - , C MOS /2'76 


Ne have received a further letter from Mr. Marshall regarding 
our Tientsin property and for your information enclose copy herewith. 
This letter dated 10th October follows on Mr. Marshall's letters of 
the 6th September and 9th September, copies of which we sent you 

‘itn our letter of the 2th september. 


We are, Sir, 
Your obedignt Servants, 
THE UNION INTERRAZIONAL COMPANY, LIMITED. 


N\ ¢,../| 
| \ 


DF.8.: LAMB.” 


DUPLICATE THE INTERNATIONAL ExPORT Co., (TIENTSIN) LTD... TIENTSIN 


CIM: RY LOth October 1952. 
No. 158. 


B. F. C. Lamb, Bsq., 
London. 


Dear Mr. Lamb, DISPOSAL OF THE PLANT ee 


We duly received your telegram No. 60 regarding the above 
and this was passed on to the Corporation imnediately, it was 
received by a junior who remarked the matter was important and 
needed careful consideration. We were called to the Corporation 
on Sth inst. and given the reply as advised you in our telegram 
No. 66. We argued that your proposal was on very different lines 
to previous proposals in that you were prepared to actually con- 
tract for 10,0U0 tons plus the possibility of a further 15,000 
tons also that for a period of five years and based on a pack of 
siightly over the amount you were prepared to contract for, the 
annual sale price would be the price the Corporation would pay us 
as renuneration if we were to pack as before, whereas if your 
proposal was agreed to they would finish up by owning the factory 
outright and be vertual owners in the meantime. There was a 
short discussion regarding claims and our liabilities reyardinz 
Labour and the Corporation finally said "anyhow our official 


reply is we have already informed you, and so has the FAB, we 

are not in any way interested in purchasing or leasing and in 

our opinion the only solution is a bat". The meeting was very 
short and in our opinion the authorities'reply is final. SZarlier 
in the day we had had a meeting with the FAB on the same lines, 


we toid them we had an appointment, with the Corporation later on 
and left it at that. 


The remainder of our telegram set out the estimated finan- 
cial position up te the end of the month from which you will note 
the crisis is now getting very near expecially if the Cerporation 
continue to refuse to pay us for the remuneration we have sold 
to then. We have a thousand and one items of stores largely con- 
sisting of spares but as these are considered as part of the Plant 
we cannot sell them, the remainder is only scrap and I think we 
will get more for it all if the Corporation implement their pro- 
mise that non processing stores and equipment will be bought in 
the event of a bat being agreedto. In any case I do not think 
any sale of scrap will help very materially towards the meeting 
of our liabilities for November. 


We mentioned in our telegram estimated value of ammonia in 
stock as ¥141 millions but that in the past the Corporation only 
bought this when it was necessary to boost the charge in the 
Plant and we have no reason to think they will purchase it for 
any other reason except to implement. their promise as mentioned 
above. The cylinders themselves, we are informed, are useless 
as oxygen cylinders and the Government ammonia works are not 
interested in buying. 
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Cri: RY LOth October 1952. 
No. 1dd. 


B. Ts oF Lamb, '98Qes5 
London. 


Dear Mr. Lamb, DISPOSAL OF THE PLANT 


We duly received your telegram No. 60 regarding the above 
and this was passed on to the Corporation immediately, it was 
received by a junior who remarked the matter was important and 
needed carefui consideration. ‘Ye were called to the Corporation 
on sth inst. and given the reply as advised you in our telegram 
No. 66. se arzsued that your proposal was on very different lines 
to previous proposals in that you were prepared to actually con- 
tract for 10,90Vv0 tons plus the possibility of a rurther 15,000 
tons aiso that lor a period of five years and based on a pack of 
siizhtiy over the amount you were prepared to contract for, the 
annual saie price would be the price the Corporation would pay us 
as remuneration if we were to pack as before, whereas if your 
proposal was agreed to they would finish up by owning the factory 
outrizht and be vertual owners in the meantime. There was a 
short discussion revardinys claims and our liabilities rezardin:- 
Labour and the Corporation finally said "anyhow our official 


reply is we have already informed you, and so has the FAB, we 

are not ih aily way interested in purchasing or leasing and in 

Our Opinion the only solution is a bat". The meeting was very 
short and in our opinion the authorities'reply is final. ‘arlier 
in the day we had had a meeting with the FAB on the same lines, 
we toid them we had an appointment with the Corporation later on 
and leit it at that. 


The remainder of our telegram set out the estimated finan- 
Cial position up tc the end of the month from which you wiil note 
the crisis is now zetting very near expecially if the Corporation 
continue to refuse to pay us for the remuneration we have sold 
to then. we have a thousand and one items of stores largely con- 
sisting of spares but as these are considered as part of tne Plant 
we cannot sell them, the remainder is only scrap and I think we 
will get more for it all if the Corporation implement their pro- 
mise that non processing stores and equipment will be bought in 
the event of a bat being agreedto. In any case I do not think 
any sale of scrap wiil help very materially towards the meeting 
of our liabilities for November. 


we mentioned in our telegram estimated value of ammonia in 
stock as ¥141 millions but that in the past the Corporation only 
bought this when it was necessary to boost the charge in the 
Plant and we have no reason to think they will purchase it for 
any other reason except to implement their promise as mentioned 
above. The cylinders themselves, we are informed, are useless 
as oxygen cylinders and the Government ammonia works are not 
interested in buying. 
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I feel as though I am sitting on a volcano and it would seem 
the staff feel something must happen soon, the policy I have men- 
tioned before continues unabated obviously on the principle of 
"get what you can while you can" and in all probability being 
fostered from outside. 


I would like to thank you for your letter of Sept. 15th and 
your remarks and LV's are very much appreciated at the same time 
I am afraid they do not relieve the tension. I entirely agree 
with what you say in the third sentence of your second paragraph, 
whereas I personally have nothing whatever to bargain with to 
relieve the pressure here. The recent tinplate trouble and the 
Glenartney contract,also the holding up of the payment they owe 
us when they are aware we are being fined daily as a result of it, 
all bear out my previous remarks that we will be exploited to the 
full. This I am sure is all a result of the anti-campaign whereby 
nobody will take any responsibility, it can best be illustrated 
by the fact that the people who took over the ex British Hospital 
(for nothing) in some cases opened hermetically sealed bottles of 
pills and counted the contents. 


They have taken thousands of cases of tinplates from us in 
the past and there has never been any complaint, things are very 
different now but if a bat is agreed to we should be able to in- 
clude the tinplate claim in the settlement. 


Yours faithfully, 


MA 
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I feel as though I am sitting on a volcano and it would seem 
the staff feel something must happen soon, the policy I have men- 
tioned before continues unabated obviously on the principle of 
"get what you can while you can" and in all probability beiny 
fostered from outside. 


I would like to thank you for your letter of Sept. 15th and 
your remarks and LV's are very much appreciated at the same time 
I am afraid they do not relieve the tension. I entirely agree 
with what you say in the third sentence of your second paragraph, 
whereas I personally have nothing whatever to bargain with to 
relieve the pressure here. The recent tinplate trouble and the 
Glenartney contract,also the holding up of the payment they owe 
us when they are aware we are being fined daily as a result of it, 
all bear out my previous remarks that we will be exploited to the 
full. This I am sure is all a result of the anti-campaign whereby 
nobody will take any responsibility, it can best be iilustrated 
by the fact that the people who took over the ex British Hospital 
(for nothinz) in some cases opened hermetically sealed bottles of 
pills and counted the contents. 


They have taken thousands of cases of tinplates from us in 
the past and there has never been any complaint, things are very 
different now but if a bat is agreed to we should be able to in- 
clude the tinplate claim in the settlement. 


Yours faithfully, 
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CONFIDENTIAL 
FROM PEKING TO FOREIGN OFFICE 


Cypher/OTP DEPARTMENTAL 
DISTRIBUTION, 


Mr. Lamb D. 9.10 a.m. 3rd November, 1952 


No. Sis R. 11.30 a.m. 3rd Nevember, 1952 
3rd Nevember, 1952 


rere oe ee 
CONFIDENTIAL gw ae / / 05/894 
Addressed to Fereign Office telegram No. Ol, of sa 
5rd November, 
Repeated fer information te Heng Keng 
and Saving te Shanghai 
Tientsin 
{C0 ber > 
My telegram Ne. 817: British firms in China. 


Her Majesty's Consul General Tientsin informs me that 
I.C.I. [grp. undec] wish te sell a piece ef their preperty cen 
sisting of three godowns and living quarters, title deeds of 
which have been submitted to the lecal authorities fér registratien. 
Part ef this property is leased te the State owned China Feed 
Company. About feur menths age when the Feed Cempany heard that 
I.C.I. were liquidating they were anxious to purchase the whele 
of this property and offered to get the necessary permission fer 
I.C.I. to sell. One month later after the I.C.I. local manager 
had obtained permission frem his head office te sell the Feed 
Cempany had ceoled eff and subsequently after the manager had 
appreached the Fereign Affairs Bureau the Foed Company informed 
him that they were no longer interested. Implication ef this 
volte face by the Company is that instructiens have been issued 
by higher authorities to keep eff purchases ef British preperty. 
The manager has been unable te find any ether pessible buyer and 
indeed ne private Chinese cencern is likely te wish to buy fer 
lack ef funds and weight ef taxation. 


2.  lLecal manager after consulting Shanghai effice has 
asked whether I would be able te appreach the Ministry ef Fereign 
Affairs and request an assurance that a British firm in liquidatien | 
is allewed te sell its real preperty i.e. land and buildings and 
to enquire what facilities exist fer assisting a British ewner 
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CONFIDENTIAL 
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Peking telegram Ne. S44 to Foreign Office 


— 
to sell his preperty and find a pessible buyer. 


3. I have no deubt that it is the pelicy ef the 
Chinese Government not to permit British subjects to sell 
property (ef. eur difficulties in dispesing ef War Office 
preperty in Tientsin)| and I would have no objection to making 
representations suggested [preferably after making these pro- 
posed in my telegram under reference. In fact I think that it 
is time that we record alse dissatisfaction and disappointment 
at the unsatisfactory state of affairs. In doing so I would 
prepese to refer to my memorandum to the Ministry of Foreign 
Affairs [of [grp. undec.] (Ne. 228 to you) | enquiring whether 
there were any regulatiens forbid the sale ef foreign 
property and te the assurances in paragraph 3 ef Vice Minister 
fer Foreign Affairs’ Nete ef July 5th. NM Kk. 


ree ree tly ad 


4. I should be grateful fer instructions. 


Foreign Office please pass to Hong Kong as my telegram 
Now 2¢ . 


[Cepy sent to Colonial Office for repetitien te Hong Keng]. 
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No, 221 D. 11.25 a.m, 14th November, 
14th November, 1952 1952 


Adc 


November 
Repeated for information Saving to: Hong Kong 


sssed to Peking telegram Nc 


Your telegram No, 84 [of 3rd November: 
difficulties of I.C.I. ] 


I agree and leave timing to you, 


2. London office of firm informed, 
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CONF IDENT LAL 


Addressed to Foreign Office telegram No. 6,3 of 3rd November 
Repeated for information to Hong Kong. t: 


Feng — 1 


Hong Kong telegram No. 973 to Colonial Office. 


British business in China. 


Jardine’s Tientsin offices have informed Her Majesty's 
Consul General that Director of Foreign Affairs Bureau has 
agreed in principle with Jardine’s offer to surrender all the 
Company's local assets against remission of liabilities. 
Details of transactions have however still to be worked out 
and lecal manager is waiting for authority from Shanghai to 
go ahead. 


2e Local manager estimated that his assets would exceed his 
liabilities in value by over J M P 10,000 million (approximately 

£160,000). On enquiry the Director refused to consider payment 
in cash and said B.A.T. precedent should be followed i.e. straight 
exchange of asseis against liabilities. Director ruled out 

the claim for J M P 25,000 million against Kuomintang Government 
on the grounds that this was a Shanghai affair. He required 

the Company to be responsible locally for two unfinished con- 
tracts, or alternatively that they find a guarantor in China.(As 
regards contracts see China and Koreas Department's letter 

F C 1105/277 31st July). Company's liabilities include 


(a) Paying off of staff and workers. 


(b) Claims in court by government corporations for 
compensation for an egg contract, sterling depesit and 
short delivery of wire rods (our S/055, ef 26th August) and 


/ (a) Clains DY sees 


CONFIDENTIAL 


Peking telegram No.Si3 to Foreign Office 
oDes 


(oc) Claims by ex Compradore for pre war deposit against 
gold, Jardine'’s holding money in Hong Kong. Compradore has 
confessed confidentially that he was put up to claim by 
Foreign Affairs Bureau. 


3. This is sheer robbery. Even ef the liabilities only 
(a) is genwine, 
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No, 931 D. 11.25 a.m, 14th November, 
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A ssed to Pe tele N of 


November 
Repeated for information Saving to: Hong Kong 


Your telegram No, 8) [of 3rd November: 
difficulties of I.C.I.] 


I agree and leave tining to you, 


2. London office of firm informed, 
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Addressed to Foreign Office telegram No. 6,3 of 3rd November 
Repeated for information to Hong Kong. : 


A] 
Office. 


“Chon 
Hong Kong telegram No. 97% to Coloni 


British business in China. 


Jardine’s fientsin offices have informed Her Majesty's 
Consul General that Director of Foreign Affairs Bureau has 
agreed in principle with Jardine’s effer to surrender all the 
Company's local assets against remission of liabilities. 
Details of transactions have however still to be worked out 
and local manager is waiting for authority from Shanghai to 
go ahead. 


2e Local manager estimated that his assets would exceed his 

liabilities in value by over J M P 10,000 million (approximately 

£160,000). On enquiry the Director refused to consider payment 
in cash and said B.A.T. precedent should be followed i.e. straight 
exchange of assets against liabilities. Director ruled out 

the claim for J M P 25,000 million against Kuomintang Government 

on the grounds that this was a Shanghai affair. He required 

the Company to be responsible locally for two unfinished con- 
tracts, or alternatively that they find a guarantor in China.(As 

regards contracts see China and Kores Department's letter 

F C 1105/277 3ist July). Company's liabilities include 


(a) Paying off of staff and workers. 


(bd) Claims in court by government corporations for 
compensation for an egg contract, sterling depesit and 
short delivery of wire rods (our S/0554 ef 26th August) and 


/ (c) Claims DYcece 


CONFIDENTIAL 


Peking telegram No.&i3 to Foreign Office 
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(c) Claims by ex Compradore for pre war deposit against 
gold, Jardine’s holding money in Hong Kong. Compradore has 
confessed confidentially that he was put up to claim by 
Foreign Affairs Bureau. | 


3. This is sheer robbery. Even ef the liabilities only 
(a) is ventiine, 
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BRITISH EMBASSY, 
PEKING. 


tt he 5/B2) Se eT 18th October, 1952, 
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Dear Department, 


While can not, of course personally vouch for its 
authenticity, the following story combines both charm and 
verisimilitude, and Coghill in relaying it to us said he 


believed that such an episode had actually occurred at 
Canton, 


Scene: # Unemployment Bureau: enter Mr. Wang. 

Mr. Wang: "I wish to register as unemployed" 

Official: ‘"What was your last job?" 

Mr. Wang: (Gives name of a British firm) 

Official: "What was your pay-off?" 

Mr. Wang: (Quotes figure which is of course considerable) 


Official: (after some arithmetic) "All right -- come 
back in eleven years time", 


Le It seems to us that this is the sort of satire which 
would appeal to the native sense of humour of the average 
Chinese and that therefore there is some spicy propaganda 
essence to be extracted out of it. It has just the right 
ingredients for comic strip presentation of the kind of 
which we have seen some good examples from one of the 
Chinese language dailies of Singapore. Your experts might 
be interested in the suggestion. 


Se On general precautionary principles in using such a 
story we, of course, prefer to avoid any identifications 
as to time or place. Such absence of specification would 
have the added merit, perhaps, of stressing the universal 


applicability of this luscious and illuminating icecanthdais 
of administrative methods. 


4. We are sending a copy of this letter to Singapore 
and Hong Kong. 


Yours ever, 


SHANCERY. 


» In one of the big towns. on the Chinese mainland. 


China & Korea Department, 
Foreign Office, 
London, Se Wele 
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Withdra al of British *irms 


The firms have at last decided that 
representations should again be made by 
Mr. Lamb on their behalf, since no real 
progress has been made in their individual 
attempts to negotiate for the closing down 
(except in the cases such as Jardine 
Matheson in Shanghai, where an offer of all 
assets against liabilities is under 
consideration) and since the talks with the 
unofficial Chinese contact ( Shepherd's 
congerf) fizzled out as s00n as it became 
clear that the firms wanted to talk about 
withdrawal rather than the establishment of 
a trade mission. 


Ce Mr. Lamb has been in favour of official 
representations since August 13th (see -/352) 


| and the Tientsin manager: have’also favoured 


them. The Shanghai managers, the Chinese 


Association and above all the Hong Kong 

| Chamber of Commerce have hitherto 

| consistently opposed either general or 
particular representstions. 


3. Shanghai telegrar No. 271 (/39k) 
suggests that the note should be a protest 
at delays with reference to the Chinese note 


of the 5th July, but that it should avoid 
naming particular firms or specific 
difficulties. Peking telerram No. 817 
(/393) agree@, but would like to include the 
| Tientsin payments. Mr. Lamb would agree tha 
| the names of the firms could be witHeld 

| at first @bfted he considers that it may be 

| 

| 


desirable at a later stage to quote actual 
Cases. 


rs After discussion with Mr. Bumstead in 
Hong Kong, the Hong Kong Chamber of 
Commerce have telegraphed to the China 
| Association suggesting the lines on which thi 
proposed note should be drafted. IJ* 
asks the Chinese authorities for clear 
directions to all parties concerned, and 
hints that remittances will have to be 
Stopped and even that H.M.G. will have to 
stop them if the firms do not. It also 
refers to the lack of progress made on the 
trade mission proposal. A good point made 
by the Hong Kong Chamber of Commerce is that 
we must avoid giving the Chinese an 
opportunity of answering the Mote by 
referring to unimportant progress, and thus 
avoiding the main issues. The Chamber think 
the note should be moderate in tone, though 
they realise that a stronger note may be 
required later. ie shall want to look at 
the draft carefully. Mr. Lamb has been 


/asked 


Minutes. 


asked for his views through Mr. 
Aldington, and Mr. Vitchell probably 
intends to give us the China Association 


today. 


be Publicity must be considered. The | 
Shanghai managers want this to be 
factual only. Peking seem to anticipate 
that the note will be published or that 
a statement would be made when it had 
been delivered. The Hong Kong Chamber 
of Commerce suggests thet delivery of 
the note should not be announced, but 
that shortly afterwards articles on the 
firms' difficulties should be inspired 
in the Press. This also might be 
discussed with Mr. Mitchell. 


6. Mr. Lamb's letter of the 22nd 
October to Mr. R. H. Scott was written 
before the Shanghai telegram was 
received. It stresses the need for 
official action, and warns against 
delaying until a stage has been reached 
when the Chinese cannot make any Gctfina, 
essccteti\er without loss of official 
face,or until individual cases have 
been referred to the Courts. This 
letter is, however, largely supergeded 
by the decision of the firms to agree 
to the presentation ofafurther Mote, 
and it is not suitable for passing on 
to the China Association. Perhaps kr. 
Mitchell should be told that it deals 
also with other subjects, 48 it does, an 
that we will copy to-them the parts 
relevant to their problem. We could 
send them a letter quoting paragraphs 
5 and 6 and possibly more. 
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Minutes. 


Mr. Mitchell of the China Association 


‘called on Mr. Johnston today to discuss 

ithe proposed representations to be made to 

| the Chinese on behalf of the British firms, 
He said that the Chim Association thought 
the draft suggested by the Hong Kong Chamber 
of Commerce needed considerable revision 
and it was agreed that he would send us 

ithe Association's detailed views. 


| J. It was also agreed that we should ask 


‘(Peking to comment on the Chamber of 
(Commerce's draft. I attach a draft 
itelegram, 


3 ; mine 
- On publicity the of the 


China Association is that it would be 
useless to attempt to guide the tone of 
press articles, They think that the 
Note itself should not he published, but 
that the fact of its delivery should be 
‘released. 


| &. [ PCW. pa a 


(J.McKenzie) 
7th November, 1952 
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Hong Kong Uth November, 1952. — 


S.A. Gray from Sir Arthur Morse; Following for China Association 
Committee (message begins) After discussion with Bumstead Y\ioa 
that we and Shanghai sre now agreed that a further note should be 
presented to Peking drawing attention to lack of progress in respect 
both closure and establishment of trade group (stop) Shanghai have 
not given their views on tone content (stop) Our view is thst at this | 
stage note should be moderste preparing the way for more strongly 
worded note later if required (stop) The wording must be very 
carefully chosen since with the exception of the Banks nearly all 
companies which have applied to close can report some movement 
however small and it is important to svoid giving the C.P.G an 
opening for a plausible reply instancing what is relatively 
unimportant progress and thus avoiding the main issues (stop) We 
Suggest that note be on following lines (begins) H.M.G. refers the 
C.P.G. to the fourth paragraph of its note of 19th May and peregraeph 
three of Vice Minister Cheng Han Fus statement of the 5th July 

which promised an expeditious settlement in accordance with the 
regulations (stop) H.M.G. has had its attention drawn by a number 

of the larger British Companies particularly those which have 
branches in several cities in China to the lack of important 
progress in their efforts to close or otherwise dispose of their 
organisations during the six months which have elapsed since the 
lest communication despite their recourse to local authorities 


(stop) This has been particularly noticeable in respect of 
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¥ negotiations for the terms of retirement of employees whose 


demands have in many cases been widely different from existing 


agreements or from what British Merchants understand to be the 


regulations of the C.P.G. H.M.G. therefore revert to the request 
made in paragraph four of their note of the 19th May to the effect 
that appropriate instructions be issued to the parties concerned and 
that a clesr unified procedure be laid down and published for the 
termination of the services of staff and the closure of business 

in order to facilitate an expeditious settlement (stop) H.M.G. 

have taken note of Vice Minister Chang Han Fus declarstion that 

the C.P.G@ desires to promote Sino British trade and in this respect 
point out that although representatives of the proposed trade group 
as described in paragraph three of its note of the 19th May have 
requested an opportunity for full discussion with the appropriste 
departments no official attention has yet been accorded thereto 
(stop) H.M.G. consequently now ask for clarification of the attitude 
of the C.P.G in this connection since British compsnies in China 
find themselves in the very unsatisfactory position of being 
obliged to continue to obtain remittances from abroad for the 
purpose of maintaining their organisations (stop) The companies 
concerned cannot continue to make such remittances indefinitely 

and indeed H.M.G. itself cannot view withequasnimity the continuation 
of such remittances for the maintenance of unproductive enterprise 
(fullstop) It is therefore requested that the C.P.G. will reply 

on this point at an early date (ends) Our view is that the delivery 
of the note should not be publicised but that shortly thereafter 


aSa 


Pine responsible press should be asked to publish inspired articles 


dealing with the lack of progress and continued drain on resources 
(stop) A copy of the foregoing is being sent to Lamb by Aldington to 


obtain his views (message ends). 
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No. 943 

8th November, 1952 D. 9.09 p.m. Sth November, 1952 


CONFIDENTIAL 


Addressed to Peking tele O. of 8 ovember 
Repeated for information Saving to Governor Hong Kong. 


Your telegram No. 817 [of 23rd October: withdrawal of 
British firms]. 


We have seen the suggestions for the Note in Sir A. Morse’s 
telegram to the China Association of 4th November and would like 
your comments before considering further. 


DISTRIBUTED TO: 


China and Korea Department 
Kconomic Relations Department 
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RESTRICTED 


FROM PEKING TO FOREIGN OFFICE 
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Mr. Lamb D. 8.48 a.m. 10th November, 1952 


No, 855 R. 9.25 a.m. 10th November, 1952 
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Addressed to Foreign Office telegram No, 855 of 
10th November 


Repeated for information to: Hong Kong 


Your telegram No. 943. _— c 


Bag will not arrive till 13th November at the 
earliest (see Hong Kong telegram No. 1003 to the 
Colonial Office), will comment as 


soon as possible thereafter, . 


VVVVVV 


- 


FAR EASTERN DEPARTMENT 


CHINA > 


FROM 


like. Chantry. 
Te C ) 


No. S/o 626 lees 5 
Dated ae Lego Cnboe 


Received in 


Registry— C Werveatey 


Last Paper (Minutes) 


References 


Fe (105/370 position of Batch eS Vaamtian . 


(How disposed of) 
8) [ar Moca tte ype 
8) MM. Dgilg - lobe, 


re 
Sih, 


(Action 
completed) 


fn /5? 


Next Paper 


\L'O 


No. 8/0 626(2250/247/52). 
RESTRICTED. 


TO: China & Korea Department, 
Foreign Office, 


London, SS» Wete — 
_ 
a Mali og 


With compliments of Chancery. As0 
> 


| Wo 


Reference: Peking telegr to Foreign 
Office No.751 of 24th 
September. 


Copied to: Hong Kong. 
Shanghai. 


c5th September, 1952, 
Peking. 


— —_ ee 


oe en 


BRITISH CONSULATE GENUZRAL. 
203 North Liberation Street. 
Tientsin (10). 


19th September, 1952. 
No. 261 (4846/34A/49) . 
Restricted 


Dear Crowe, Nid 


With reference to my letter No,.252 of the lst September : 
1952 concerning the liquidation of British firms at Tientsin, the ee 
managers yesterday exchanged views at their usual weekly informal : 


meeting. There is little change to report and no apparent progress 
towards closure, 


Ze The only firm that seems to have made some headway is 
Tientsin Anlee Expért Co.Ltd.,Mr. Doering has had discussions with 
his labour union about a modification of its demands for pay-off, 
and the union seems to realise that the firm will not receive any 
financial assistance from Afahold & Co.Ltd., Hongkong, and that, 
devoid of any local assets, it just has not the ability to pay the 
original: demands, reported in my letter No.245 of the 2lst August. 
The union has therefore presented revised demands which show a de- 
crease of 50% or so on the original. Doer is continuing discus- 
sions and if he can agree with the union or near a pay-off 
amounting to one month for each year of service at the average 
monthly wage of the Chinese staff, plus /six-months' pay, plus one 
month for New Year bonus, he proposes $6 settle and depart as 
quickly as he can. He explained that he cannot afford to drag out 
discussions in the poor hope of getting better terms, as he has no 
local assets, and delay and continued wage-bills would eat into his | 
capital. Pe 

\ 
3 Jardines and Imperial Chemical Industries and their 
unions are still stonewalling. The unions declared that the 
managements’ counter-offers for pay-off were insincere and unrea- 
sonable, and demanded that their own claims be discussed point by 
point. They have shown no sign of relaxing their demands. McBain 
of Imperial Chemical Industries was clearly told by his union that 
the reasonableness of the union's demands lay in the ability of a | 
large wealthy company like Imperial Chemical Industries to pay them. 
The union deprecated any comparison by the management with smaller — 
pay-offs agreed upon in other firms, declaring that Imperial 
Chemical Industries was in the category of the wealthy American 
oil companies. The union is also claiming an increase of wages. 
Kidd of Jardines was told by the Labour Bureau that the company's 
collective agreement signed and registered in Shanghai was not 
effective in Tientsin as, whether his union had agreed with it or 
not, it had not been registered here, and he has received authori- 
ty from his Shanghai office to negotiate a new agreement with his 
union. He proposes to make slight improvements on the scale of 
pay-off in the Shanghai agreement up to a maximum of one-month's 
wage for each year of service plus three-months' wages, plus New 
Year bonus. Any demands above this he intends to refer to the 
Labour Bureau for mediation, arbitration etc. of the dispute. He 
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He is not, I believe, sanguine that he will get off as lightly as 
he wishes, and he realises that mediation and arbitration will 
entail most likely many months of delay unless a deus ex machina 
can put an end to the deliberate procrastination of the union and 
the Labour Bureau. In any case his final liquidation will proba- 
bly be held up for a long time owing to certain outstanding unful- 
filled business contracts which he sees: difficulty in completing. 


Le Now that Jardines are in liquidation, Kidd applied to 
the Labour Bureau for permission to discharge a number of his 
Chinese salesmen and godown-keepers, for whom there is of course 
no work. These men are additional to the 30 redundant workers 
he has been trying unsuccessfully to discharge for over a year. 
The Labour Bureau informed him that pending completion of liqui- 
dation he was not allowed to discharge any union member of his 
staff, and that non-union members could only be discharged with 
their consent. Two locally-engaged non-union Russian employees 
are now claiming severance payments from him. His payments for 
medical attention to his Chinese staff have greatly increased of 
late, for, as one of his employees frankly said, the staff have 
nothing to do and plenty of time to think of their ailments. 


5. The Chartered Bank union is now demanding an 80% in- 
crease of wages, retrospective one year. The staff persist in . 
calling this, not an “increase” but an “adjustment” of wages. 

The scale of wages of this bank is lower than those of the Hong- 
Kong & Shanghai Bank and other foreign banks here. Philp refused — 
the claim and referred the dispute to the Labour Bureau for media- | 
tion. The Bureau asked him whether he was prepared to give an 
increase of .01 cent and he said yes; in that case, clared the 
Bureau, you are able to give more, and he was merely,to go back 
and discuss the matter again with his union, and reminded at the 
same time that the management would suffer embarrassment if it 
failed to reach agreement. No elucidation of this threat was 
vouchsafed. I understand that he is prepared to give a 15% in- 
crease but no more unless ordered. Rynd of the Hongkong & Shang- 
hai Bank, who was recently given the impossible instruction by 
his Shanghai Office inspectors to reduce his wage bills by 25%, 
is of course involved in disputes with his union as a result. : 
Neither Bank has made any progress, in or out of the Labour Bureau, 
towards a settlement of the terms of pay-off to their staffs. 


6. The London office of International Export Co. (Tientsin) = 
Ltd., have now decided, according to Marshall, local manager, to 
follow the example of the Yee Tsoong Tobacco Co.Ltd., and endea- 
vour to hand over all the company 's assets in return for Chinese 
assumption of all the company's liabilities in China. Marshall | 
has been told clearly by the Chinese that this is the only possible 
solution of his problems, Whether the Chinese will accept the sin- 
ple proposition remains to be seen. P 


? During their remarks yesterday the local British mana- 
gers seemed to have formed the definite opinion that far the best 
way for companies like Jardines, Imperial Chemical Industries, 
Hogee and perhaps also the two banks to withdraw from Tientsin 
was to surrender their assets against remission of their liabili- 
ties. They believed that only in this way would they save then- 
selves expense, and avoid having to bring in sterling to pay off 
workers and settle claims. The possibility of selling their land 
and/or buildings for cash seems to have become remote, even in 
the case of a useful plant like Hogee's, or godowns ‘Like those of 
Jardines and Imperial Chemical Industries. If the firms were to 
lease their properties, they could receive no payment from rents 
after they have withdrawn from China, assuming there was any 


balance left over after charges for maintenance and taxes. They 


— see eee ceecn ee 
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They do not believe that their title to the properties in such case 
would remain intact for long after their withdrawl. Examples have 
occurred here where the local Chinese agents of absent American 
property owners have been compelled by pressure from the Chinese 
authorities to publish a renunciation of their agencies for the in- 
perialist landlords. The properties then are regarded as ownerless 
and liable to confiscation. Finally it seems most unlikely that 
conditions in China will ever change so drastically that British 
firms would want to possess such plants and buildings as they now 
have. For trade with China rather than in China two men and an 
office here seem sufficient. The two banks possess only buildings - 
though valuable - suitable for offices and accommodation and they 
might have difficulty in negotiating an offset of assets for liabi- 
lities, as the latter include the still indefinite factor of pre- 
war deposits. Rynd recently received a vague inquiry from a Chinese © 
quarter about the renting of his bank building, and he is apparent- 


ly prepared to enter into negotiations for a lease, given the oppor- } 
tunity. ; 


8. Eadie of the General Electric Company Ltd., who has a 
small office here, has been told by the Foreign Affairs Bureau to 
apply to the Bureau of Industry and Commerce for permission to 
Close. He applied about ten days ago and is still awaiting the 
permission. After its receipt, the tax officials will come to 
make a final check of his books, and if everything is found in or- 
der, he will apply for his exit permit. 


Yours ever, 


(E.W. Jeffery). 
H.M. Consul-General. 
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my telegram No. / f 24th September I reported the sustained 
difficulties which British business interests in Tientsin were encountering 
with regard to the paying off of their staffs who were making inordinate 
demands with the evident support of the Chinese authorities. Supplementary 
particulars were contained in Jeffery's letter to Crowe No. 261 of 
19th September, copied to the Foreign Office as our “/P 626 of 24th September. 

fevosf o> 

2, We have now received a further letter from Jeffery to Crowe ( No. 280 of 
16th October ) which shows that there has been no improvement in the above 
respect and that there is little chance of the unions, confident as they 
cannot fail to be of their demands being in effect upheld by the Labour 
Bureaux and other government organisations ( including the law courts ), 
moderating their outrageous hold-up tactics. 


De As you will see from this latest comumication the Shanghai offices of 
the principal British firms have instructed their Tientsin branches to have 
recourse to the prescribed procedure in labour disputes, acting as far as 
possible in mutual concert, with an eventual appeal through the legal 
channels to the Supreme Court. Such procedure, however, to be effective 
would presuppose:a prompt and impartial consideration of their difficulties, 
first by the administrative and then the judicial organs. The accounts of 
their respective experiences up to date in the memorandum 'B' which forms the 
second enclosure to Jeffery's letter, shows only too clearly that the British 
traders in Tientsin cannot expect any such ideal conditions. On the 
contrary it is abundantly clear that labour, officials, and the courts will 
gang up against them to extort the utmost ounce of profit ( particularly with 
a view to obtaining foreign exchange at bargainrates ) and will in doing so 
adopt the usual mixture of menaces and evasive tactics. Though the British 
concerns should by now have absolutely no illusions about the insincerity of 
an expression of good will on the part of Chinese authorities at whatever 
level, they apparently intend to persist in their categoric opposition to 
any official intervention by me. For instance in the first enclosure of 
Jeffery's letter, being the memo. 'A‘ of instruction from the Shanghai 
representatives of the five large interests now concerned to their Tientsin 
brethren, there is a categoric directive that I ( subtly disguised under the 


pseudonym L.L. ) should be kept au fait for information only and not for 
immediate action. 


4. I find this attitude, which has developed comparatively recently, 
extremely puzzling, particularly when I recall the original insistence of all 
parties upon official action and official association with this closure 
manoeuvre, and even ultimately in the projected trade group. I just cannot 
make out why all of a sudden the heads of these:firms should decide that they 
can handle all this best by themselves and why, despite increasingly evident 
extortion from labour and disregard of the British firms' rights by the local 
authorities, Jardines et. al. should still pin their hopes of a satisfactory 
and expeditious settlement upon the regulation labour dispute machinery. 

Why is it that they do not want the Embassy to keep up the original momentum, 
which we helped to do willingly and in consultation with the firms, and 
instead wish us to keep so much in the background. 


5. I have expressed my views in favour of official support vis-a-vis the 
Ministry of Foreign Affairs by Her Majesty's Embassy ( referring in particular 
to the assurances which appeared to have been contained in Vice Minister. for 


/Poreign 
R. H. Scott, Esquire, C.M.G., C.B.E 


Foreign Office, 
LONDON, S.W.1. 
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Foreign Affairs Chang Han-fu's statement of 5th July last, which seems to me 
to be our strongest card and the only gambit capable of inducing some action 
on the part of the Central People's Government in view of the potential 
embarrassment of exposure of their insincerity, and even duplicity, through 
the publication of such a further communication ) often enough on var ty 6 <f 3> 
£ tiods 30 occasions, in particular in my telegram No. 657 (e.g. pera. ) ee “August , v 
my telegram No. 717 of 9th September, and my telegram No. /5X°of 24th September. 
“ I would only reveat my conviction that this is the only possible expedient, 
fc 110 ey ee eas now things have got to such a pass. To delay official inter- 
ention until the matter has reached the stage of reference to the law courts 
is, in my view, sheer moonshine for at least two good reasons; first any- 
thing capable of interpretation as an attempt to influence the judiciary will 
be stoutly resisted by the Chinese authorities ( and however notoriously bad 
the avplication of the lew is they would not be on such weak technical grounds 
in so doing ) and secondly it is in effect a publicly declared precept of the 
legal system of neo-China that the law supports the workers against the 
owners - and it has been a long established Chinese practice that the foreigner 
shall be penalised to the advantage of the Chinese, Official action on our 
part must therefore take place at a much earlier stage wnen as little Chinese 
official face is committed in order that an equitable change of attitude can 
still be effected without awkward amendments in the record. In other words, 
as Jeffery suggests in para. 3 of his letter, the ostensible object of any 
communication from this Embassy should not be to protest a decision, but 
rather be to anticipate a bad decision and/or prevent obstructive tactics by 
showing official interest in the hopes of inducing the Chinese Government to 
direct the Unions andthe official organs to adopt a more expeditious and 
equitable attitude. It could be regarded as a maxim of Chinese administration 
or jurisprudence, particularly now, that the greater its injustice, the more 
irrevocable the decision. 


6. Whether such an approach would have any satisfactory result is, of course, 
quite a different matter, and in fact our experience does not provide much 
grounds for encouragement. But it seems to me the only chance and I am sure 
we should do something without much more delay. We are progressively losing 
momentum and in danger of getting bogged down. The whole thing is getting 
more and more puzzling and disquieting. 


7. ‘It is, of course, possible that the decisions of the heads of the main 
firms concerned are based on some knowledge or factor of which I am not 
cognisant. It might be, for instance, that John Keswick, or other prominent 
business man, is in confidential contact with some reliable and authoritative 
commercial official of the Central People's Government at Hong Kong who has 
given him certain assurances of a satisfactory outcome and in return asked, or 
hinted, that the British authorities should be kept out of it. This, we 
know, is an old game, which the K.M.T. and previous governments likewise 
exploited on occasions, and one for which I have seen several people fall with 
surorising ease, But if there is some element of the sort upon which the 
heads of firms are relying ( or gambling ) it seems to me only fair that the 
Foreign Office and myself should be let into the secret. Otherwise the 

, position becomes somewhat nonsensical, I wonder therefore whether the point 
could be put to some of the responsible persons at your end. 


8. In any event it seems to me high time that I made another trip to Shanghai 
in order to establish personal contact with our business community there, and 
discuss these things with them direct. I had hoped that the "trade mission" 
fron Shanghai might have eventuated ( though I was never quite so hopeful as 
Lennox and co, seem to have been at the time ) and that we could talk things 
over here. Now that is evidently out of the question, I must do like 
Mahomued, Before (and after) Shanghai I would of course make a trip to 
Tientsin to maintain the chain of connection. As a general target I had in 
mind the middle of November. A good deal, however, would depend upon whether 


/it 


it is thought desirable for me to make the trip to Hong Kong which I was 

unable at the last moment to do last year. About this I have also written in 
another letter which goes by the same bag in a different connection. From 

the point of view of the British business problem there would seem to be 
considerable merit in being able to combine a tour Tientsin-Shanghai-Hong Kong- 
Shanghai ( and eventually if need be again Tientsin ) to gather up the various 
threads and to exchange views with the different ends of the problem, and to 


pass on at first hand to all the strands affected the opinions and special 
problems of the others. 


9. I am sending copies of this letter with enclosures to Aldington at 

Hong Kong, with a copy of Jeffery's covering letter only to Bumstead ( or 
Veitch ) at Shanghai, and without enclosure to Jeffery at Tientsin. In the 
case of the Shanghai and Tientsin recipients, I think it would be as well if 


they destroyed their copy of this letter on perusal and confirmed such action 
to me in due course, 


10. In view of the short time left I should be glad if you could let me 


have a reply by telegram, so I can go ahead with appropriate arrangements for 
my trip. 


<y Listv | 
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British Consulate General, 


205, North Liberation Street, 
CONFIDENTIAL. Tientsin (10). 


No. 280(5014/34A/50). 16th October, 1952, 


Dear Crowe, 


With reference to Embassy telegram No.751 of the 24th 
September to the Foreign Office about the difficulties of British 
firms at Tientsin, I enclose herewith a copy of a memorandum, 
which I have marked memo "A", sent at the end of last month by 
the Shanghai managers of Jardines, Arnholds, I.C.I., Chartered 
Bank and Hong Kong & Shanghai Bank to their Tientsin managers 
for the latter's guidance, and also a copy of a memorandum 
(memo "B") by the Tientsin managers in reply and comment. 


Ce One of the chief causes of the difficulties of local 
British firms in regard to disputes over severance payments to 
union employees lies in the procedure for settling the disputes. 
Although in theory a progressive spstem of consultation with the 
basic and higher-level unions, mediation at the Labour Bureau, 
arbitration by the Labour Bureau, judgement by the Court and the 
Supreme Court is set up, in practice the system has no system 
(other than extortion) about it at all, at least where British 
firms are concerned. There is no time limit within which each 
step in the procedure shall be carried out. If there were, I 

do not believe the lawcourts would have the nerve to give a 
judgement anywhere near some of the unions’ demands. The 

Shanghai managers err sadly in thinking, as apparently they do, 
that progress from one step to another can be made in relatively 
short time at Tientsin. The Labour Bureau's attitude to 
mediation, as learnt by some of the firms here, is merely to order 
the managers back to further consultations with the union, clearly 
with the object of forcing them to give way further to the unions’ 
demands. Philp of the Chartered Bank, who has made a final offer 
of 5% increase of wages against the 80% demanded by his union, 

has asked the Labour Bureau for mediation without success, and 
recently asked for arbitration. The Bureau refused to arbitrate 
because the difference between his offer and the union's demand 
was too great and should be reduced. In other words, the union 
has only to make an excessive demand, and the Labour Bureau will 
not apply the system for settlement until the management has 

gone far towards surrender. So long as the management refuses 

to gtve in, no permission to dismiss any of the staff and no 

exit permit is forthcoming. 


Se It seems to me that in view of the course of action decided 
upon by the Shanghai mane ge re (vide section 4 of memo "A"), 
intervention by H.M.Chargé d‘'Affaires, if proposed, could now 
best take the form of an attempt to secure a quicker application 
of the legal procedure for settling disputes between labour and 
manacement on wages and severance claims. 


4. I will add some comments on certain sections of memo "B", 
Section 1. Kidd of Jardines, on instructions from his 

Shanghai office, made an offer to the local Foreign Affairs 

Bureau, by letter dated 27th September, of three alternatives: 


33 Sale of all the company's properties at Tientsin. 


2) Long-lease of all properties, with sufficient advance 


payment to cover pay-off to the staff, 
/3) Surrender 
C.T. Crowe, ESde;, 


British Embassy, 
Peking. 


“— 


3) Surrender of all assets to the Chinese authorities against 
their assumption of all the company's liabilities. 


The F.A.B. has shown interest and are investigating details of 
the offer with Kidd, but no decision has yet been reached, 

Kidd estimates the value of the assets at ¥20,750,000,000, and in 
addition the former K.M.T. Government owes his company about 
¥25,000,000,000 for power stations, railway waggons etc. These 
debts have not been definitely disclaimed by the present auth- 
orities, so far as Kidd can understand. The other firms are 
aware of Jardines’ offer and proposals, and are in fact, so it is 
believed here, contemplating a similar surrender of assets 
against liabilities. Jardines' proposals, particularly the third 
one, rule out concerted action by the five firms and complicate 
the question of proposed intervention by H.M. Chargd d‘Affaires. 


Section 3(b). Rynd of the H.& S. Bank on his arrival here 
introduced a system of wage-payments to his staff based on a list 
of commodities, drawn up with his union, intended to reflect the 
cost of living. The system was badly conceived, and his staff 
have manipulated the list and prices so that their actual wages 
have increased 100% This result has of course caused trouble 
for the Chartered Bank. The Shanghai office has only recently 
raised objection to the system, and has instructed Rynd to lower 
wages. It will be a miracle if he can accomplish this. 


section 3(d). Formerly, when trade was normal tO i and 
Jardines gave annual increases to their staff. Owing to the 


losses of the past year and more, they have given no increase, 
and Jardines' union earlier on agreed to forego it. Both 
companies’ unions are now demanding the customary inc rease. 


Section 4(c). Philp of the Chartered Bank particularly, and 
also Rynd of the H.& S Bank complain that their Shanghai offices 
press them to get ahead with liquidation but turn a blind eye 
to the main obstacle frustrating the liquidation of their local 
offices, viz, the question of their frozen U.S. dollar balances, 
Until this auestion and that of pre-war deposit balances have 
been settled they will not receive permission to close, It would 
be characteristic of the Chinese authorities to delay a settle- 
ment of disputes over wage increases and severance claims by 
the established procedure, and to refuse permission to the banks 
to discharge any of their staff until these two above-and entirely 
Separate - questions had been settled. This deliberate delay 
appears in fact to be happening. Jardines may experience 
Similar delay in permission to discharge redundant staff and 


close finally owing to certain unfulfilled (and apparently 
unfulfillable) contracts. 


Section 7(b). Some British firms have found that members 
of their staffs are unwilling, and even positively refuse, to 
make translations of documents from English into Chinese to be 
sent to government departments, or to act as interpreters there, 
when the subject concerns a labour-capital dispute. I have heard 
that the Labour Bureau has on occasion reprimanded an interpreter 
for having interpreted unpalatable remarks by a manager. 


Yours ever, 
(Sgd) E.W. Jeffery. 


Consul-General, 


MEMO, "A". 


le At meetings attended by the five Shanghai Representatives 
it was agreed that, while negotiations must be carried on in- 
dividually in Tientsin, it was most important that the five 
keep in constant and close touch with one another and@ with 
Shanghai and that each party should, as far as possible, avoid 
taking any action which might not only embarrass the other 
parties locally but also affect the cost of closure elsewhere, 


Se PAY OFF LIMITS. 


(a) Tientsin have been asked to mail us a detailes summary of 
the terms offered by each of the five parties, and they have 


agreedto stand pat on the terms pending receipt of this memo- 
randum. ' 


(bo) It was agreed that the two Banks would probably have to 
accept similar pay off and that, as the terms they had already 
offered, were most reasonable by any standard of comparison, 
i,@. One month for every year including the war years plus 
six months, they should stick on these and refuse to make any 
further concessions. 


(c) The highest offer so far made by any of the three Traders 
was that of Arnholds, which was one month for every year, ex- 
cluding the war years, plus six months —- an advance of three 
months over the terms settled by the GE.C. and considerably 
higher than the offers so far made by Jardines and I.C.I. Al- 
though Arnholds' offer is slightly lower than the Banks’, it 
has been the established practice for many years for the Banks 
to be on a higher standard. It is therefore recommended that 
the three Traders should on no account exceed Arnholds'’ bid 
and should treat this as their ceiling, beyond which none of 
the three will proceed without prior consultation and the per- 
mission of their Head Offices. 


3. ADJUSTMENT OF BANKS‘ WAGES. 


(a) It has been confirmed by Tientsin that the wages of the 
four other than the H.& SS, Bank's are all very much in line 
and that there is no justification for. granting any increase 
in wages in view of the fact that they have all entered the 
Closure Stakes and are all sustaining losses through the con- 
tinued shelling out of full wages pending permission to pay off. 


(b) It was agreed that any attempt by the four other Unions 
to demand an increase in wages, quoting as a reason the H.& 5S. 
Bank's adjustment, should also be firmly resisted. It should 
be maintained that the H.& S. Bank's adjustment, which has 
put them about 100% out of line with others, was an error on 
the part of H.& S. Bank, who is negotiating for a revision, 
and it cannot therefore be accepted as a reason for forcing the 
others to come into line. 


(c) It was thought that the case of the Chartered Bank, where, 
after nearly one year of increasing pressure, they were recently 
forced to offer a 5% lift in Bank's wages, contrary to the in- 
structions of his Head Office, provides an excellent example of 
the unreasonable attitude of the Tientsin Unions and the Labour 
Bureau. It has been confirmed that, as this offer was a firm 
offer, it cannot very well be withdrawn. 


(dad) It was agreed that the full story of H.& S. Bank and 
Chartered Bank should be submitted to L.L. for information, but 
no immediate action. In the case of Jardines and I.C.I. the 
question of adjustment in wages is also on the agenda. 


(e) To avoid any possibility of subsequent wage arguments 
affecting the pay off terms, it is recommended that each party 
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in their final pay off agreement should stipulate the actual 
pay off due to each individual. In Shanghai the Labour Bureau 


usually ask for this and it protects us against any subsequent 
Union wage manoeuvres, 


4, FUTURE COURSE. 


(a) The suggestion put forward by Hongkong that the time had 
come for joint negotiations for pay off to be applied to the 
whole area was then discussed. It was felt that following the 
talk given in Tientsin to the five parties, it was first 
necessary for the five to show their sincerity by pressing on 
in accordance with the rules. When they have firmly established 
that they have done everything possible to comply with the rules 
and have failed to get anywhere through possibly: 


1. The reluctance of the Labour Bureau to play 
or 


2. Unions’ unreasonable demands on Bank wages which 
could be regarded as “obstructionist tactics", 


then the time will have come for considering further action on 
a higher level. 


(b) This might be the time to come forward with the sug- 
gestion that the existing rules do not work and that we 
would welcome a uniform basis to be laid down by the People's 
Government to be applicable to all the Boys in all areas. 


(c) Tientsin are asked to submit their joint views to 
Shanghai as soon as possible, copies to Hongkong and LI., 
as to what form this action should take and when it should 


be taken, bearing in mind that it is the trgent wish of their 
Head Offices that they press on, 


De CORRECT PROCEDURE. 


In case there should be any misunderstanding in Tientsin 
of the correct rules, the various steps which we believe to be 
applicable everywhere are briefly set forth hereunder: 


STEP 1, If after a number of Union meétings no agreement can 
be reached because of the wide discrepancy in ideas, 
the Management should propose that the matter be settled 
by consultation between the Union and Management with 
the Higher Level Union present. We assume that in 
nearly all cases this stage has already been reached. 


MEETING WITH HIGHER LEVEL UNION. 


If after two or three meetings with Higher Level Union 
no agreement is reached, the Management has the right 
to refer the matter to the Labour Bureau and request 
mediation. In some cases we believe this stage has 
already been reached, 


STEP 5. MEDIATION WITH LABOUR BUREAU. 


If the Management has gone through the correct form- 
alities in steps 1 and 2, the Labour Bureau should not 
refuse mediation. The procedure in Shanghai is to 
obtain from the Labour Bureau a form for mediation 
which has to be completed and returned to the Labour 
Bureau. Both parties are then summoned for. the 
mediation and after a reasonable period of time, if 
no settlement can be reached, the Management is en- 
titled to request Arbitration by the Labour Bureau. 


/Step 4. 


ARBITRATION. 


Although we believe this step is wnlikely to be 
reached, the Labour Bureau Arbitration Board then has 
to give a decision. In the event of this decision 
being substantially in excess of the ceilings on which 
the five parties have stood firm, an appeal can be 


lodged with the Court, but it must be done within 5 days 
of the award, 


6. TIMING. 


(a) It seems probable that the Unions, with or without the 
connivance of the Labour Bureau, will do everything possible 
to prolong the time spent on each step, but, if our understanding 
is correct, it is the Management's privilege to demand to 
proceed to the next step once they are satisfied that there is 
no chance of agreement, They should therefore push things along 
as fast as they can. If the Union or the Labour Bureau boys at 
any time block their progress to the next step, then the parties 
concerned have good and sound reasons for protesting at a 
higher level against the system am the way it is being applied, 


(b) It is realised that, because of the different nature of 
each party's negotiations, they cannot be expected to move in 
step, but it will be in the interest of all concerned if those 
who are not held up for any special reasons press on with the 
procedure as laid down above, 


(b) It is realised that, because of the differedt nature of 
each party's negotiations, they cannot be expected to move in 
“step, but it will be in the interest of all concerned if those 
who are not held up for any special reasons press on with the 


procedure as laid down above. dt 


(c) Each party should keep arecord of their negotiations, 
past and future; and ensure that copies are passed to LL. and 
to their Shanghai and Hongkong Offices, so that, when high 
level stuff is contemplated, everybody concerned will be fully 
acquainted with the true facts of the situation. 


Te LABOUR BUREAU. 


(a) From accounts received here, it seems that the Labour 
Bureau functions quite differently in Tientsin from Shanghai. 
Their boys appear to be 100% in support of Unions regardless 
of how unreasonable their demands might be. They have even 
gone so far as to say in one instance that, if the Management 
fails to reach a settlement with their Union, the Management 
will be caused embarrassment. 


(bo) The experiences of each firm in their meetings with the 
Labour Bureau should be most carefully and accurately reported, 
as it may one day be found necessary to protest against the 
Labour Bureau's attitude - a serious matter and one where 
those concerned must be very sure of their facts, 


8. RECORD OF NEGOTIATIONS. 


The accurate minuting of all negotiations cannot be too 
strongly stressed. It is recommended that as a matter of 
routine confirmatory copies of the main points made by both 
parties at these negotiations should be forwarded to the Union, 
Labour Bureau and the Foreign Affairs Bureau for their inform- 
ation. 


@ 


MEMO nBM 


At meetings attended by the five Tientsin representatives 
your memorandum was discussed and the following views were 


expressed on the various paragraphs as enumerated Nereunder: 


1. It was agreed that the Tientsin representatives would keep 
in close touch with each other and, as far as possible, avoid 
taking any action which might adversely affect the others here 
or elsewhere. It should be realised, however, that action 
already taken or proposed to be taken by individuals makes 
joint action very difficult. 


(a) Particulars of the terms offered by each party have 
already been forwarded to you. 


(b) The two Banks have agreed to refuse to make any further 
concessions on the terms already offered, i.@. one 


month's actual salary for each year of service, including 
war years, plus six months, 


It should be noted that H.& S. Bank signed a Capital/ 
Labour agreement in September, 1951, on the above terms. 
In December their Union made a further demand for a 
liquidation payment of ¥35,000,000 plus ¥ 3,500,000 re- 
patriation allowance for each member of the Union. The 
latter demand is still in dispute. 


Anlee's negotiations have reached the following stage. 
Their Union have come down to what they state is their 
final concession, viz: 


One month's salary for each year of service based 
on the average of all Chinese staff salaries. When 
a man's salary is higher than the average, he will 


be paid on the basis of his own salary. War years 
excluded, 


Plus six months on the above basis, 
Plus one month New Year Bonus, 


The difference in the final pay off between one month 

per year actual salary and the average salary amounts to 
some ¥9 million. As the monthly salary bill amounts to 
over ¥12 million, Anlee have recommended to Shanghai that 
the Union's terms be accepted, as it would be cheaper to 
settle immediately rather than drag out negotiations and 
keep the whole staff on the payroll. 


Although the memorandum recommended that Jardines and 
I.C.I. should not go higher than the terms offered by 
Anlee's management, viz: 1 month's actual salary for each 
year, excluding war years, plus six months, the two forme 
firms are of the opinion they should refuse to go higher 
than the GE.C. terms, i.e. one month's actual salary, 
excluding war years, plus three months, if they can 
possibly settle on this basis, 


Se ADJUSTMENT OF WAGES. 
(a), (b), (c) The two Banks are handling their problems 


regarding adjustments of wages on the lines indicated in 
your memorandum 


The H.& S. Bank are negotiating with their Union for a 
decrease and to stabilise local Union wages. 


The Chartered Bank will stand firm on the 5% increase 
conceded, as their final offer. 


/(a) 


(ad) L.L. will be informed of the two Banks’ difficulties, 


Jardines are awaiting to be called to the Labour Bureau 
(they have been waiting since 31st August, the date of 
the last discussions at the Labour Bureau) to settle 
their Union's demand for an annual increase, 


I.C.I. have refused to grant their Union's demand for 
increases and the matter is in abeyance at present, 


(e) The instructions that the final pay off agreement should 


stipulate the actual pay off to each individual will 
be carried out, 


4, FUTURE COURSE. 


(a) It was felt that, in view of the talk given by the F.A.B 
to the parties in Tientsin, nothing could be done in 
connection with joint negotiations for a pay off in 
this do rt. 


The parties in Tientsin have already jointly appealed to 
the highest Local Authority, the M.C.C., for a ruling 
on the basis of which and within the bounds of which a 
reasonable and speedy settlement could be reached. 


This appeal was ignored amd they were referred back to 
the normal procedure laid down by the People's Govern- 
ment for the settlement of labour disputes. The 
Director of the F.A.B. made it quite clear that the 
normal procedure must be followed, stating that "only 
a settlement reached through this procedure can be 
satisfactory to all parties concerned", 


The parties in Tientsin are of the opinion that any 
attempt locally to get around the procedure already 
laid down will be futile and that the only course is to 
try to press on with negotiations and discussions in 
the normal manner. Otherwise we will be accused of 
doubting the effectiveness of the government regulat- 
ions, failure to grasp the spirit of the regulations, 
insincerity, etc., etc., 


This has already been tried in the joint letter to the 

M.C.C., but has brought no result. We very much doubt 

if the decision of the local authorities would be over- 
ruled by Peking. The only course left to us is to try 

to reach a settlement through the normal channels. 


It is the opinion of the parties in Tientsin that it 
will be useless to take any further action at the 
highest level until all looal action has been carried 
out to the limit and all local means of obtaining a fe 
and reasonable settlement have been exhausted. If 
carried to its logical conclusion this would mean an 
appeal to the Supreme Court in Peking against any 
decision made by the local Court, which would in fact 
be the highest authority to which we could take our 
cases, in accordance with the law, 


As far as the Banks are concerned, permission to 
proceed with the liquidation was granted in October 
last year. No progress whatsoever, however, has been 
made, the main stumbling block being frozen U.S. 
Dollar balances which, without permission from the 
U.S. Government to switch into free currency, will 
inevitably hold up final closure. 
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The Labour Bureau and Foreign Affairs Bureau will not 
allow any staff to be dismissed pending closure and 
therefore nothing can be done until the Banks are put 
in a position to meet their outstanding commitments, 


CORRECT PROCEDURE. 


The rules as set out in the memorandum are substantially 
the same as are in force here, They are understood by 
the parties concerned who are following this procedure, 


TIMING. 


(a) The remarks in the first part of this paragraph are 
quite correct andare, in fact, what is happening here, 


It has to be realised, however, that we are up against 
a firmly established method which the authorities have 
laid down, which they insist on being carried out and 

which, it would appear, cannot be made to move quickly 
unless it suits their purpose, 


When negotiations with the Labour Unions have reached a 
deadlock and are referred to the Labour Bureau for 
mediation, interminable delays are experienced. A few 
examples are quoted: 


The H.& S. Bank referred the matter of the additional 
pay off demand by their Union to the Labour Bureau 
last December. They have not yet been called to the 
Labour Bureau to discuss the problem. 


The Chartered Bank, who have been negotiating with 
their staff for over a year regarding an increase in 
salaries, have not reached a settlement. The case was 
referred to the Labour Bureau by the staff Union on 
26th December, 1951, and by the Management on 9th July, 
1952, when the Management called on the Bureau. The 
instructions then given were that they must negotiate 
and endeavour to come to terms, 


Further discussions were then held with the Union 

and Superior Union, but no settlement was reached. The 
Labour Union and Management were again called to the 
Labour Bureau on i3th September, 1952, for mediation 
when the instructions given were still that they must 
again negotiate and endeavour to come to terms between 
themselves, even though the Management requested the 
Labour Bureau to arbitrate. 


Jardines requested mediation in August, 1951, in 
connection with their decision to discharge 29 workers 
(later increased to 30). In spite of several dis- 
cussions and repeated reminders to the Labour Bureau 
that this problem was outstanding, they never gave 

any decision. 


When Jardines advised their Union of the intention of 
the firm to close, the latter referred several matters 
to the Labour Bureau. The Management was called on 
21st August to give their opinions and were told they 
would be called again for further discussions. Since 
then nothing has happened, 


On 25th August Jardines notified the Labour Bureau 

that the negotiations for their pay off had reached 
the stage of a dispute and asked. the Labour Bureau 

to mediate. Again nothing has happ ° 
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In cases where the Labour Bureau accept disputes for 
mediation Capital is usually instructed to continue 

negotiations with the Labour Union and the system in 
practice becomes a game of snakes and ladders, 


7. LABOUR BUREAU. 


(a) The remarks in this paragraph sum up the situation cor- 
rectly. The Labour Bureau, as stated above, is the 
stumbling block to speedy settlements. It was hoped 
that the letter to the M.C.C. might be the means of 
going over the head of the Labour Bureau, but 
unfortunately that has not been successful. 


Records of discussions at the Labour Bureau are 
difficult to make, but as far as possible this is done, 
In some cases difficulty has been experienced in 
engaging the services of a reliable interpreter, 
especially if required to act as interpreter at the 
Labour Bureau. 


8. RECORD OF NEGOTIATIONS. 


We doubt if sending copies of minutes of negotiations 
held between the management and the Unions to the 
Labour Bureau and F.A.B. would serve any useful purpose. 
The F.A.B. definitely are not interested; they have 
already informed us that "the settlement of details 

and concrete points does not fall within the juris- 
diction of the F.A.B., but is the authority of the 
Labour Bureau", 


The Labour Bureau are only interested in the point at 
which negotiations between Capital and Labour have 
reached a deadlock and the stage of a dispute. From 
then onwards they are supposed to act as mediators 
and/or arbitrators. 


October 7th, 1952, 
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POXMIGN O'PICE, S.Wele 
(PC 1105/404) 26th Hovenber, 1952. 


Dear Nur» Mecollo . 


i enclose an extrect from eae lictter fram 
& letter from Hr. Laab in Peking ebout the 
British firms in Chine. 


Ze The letter hes beon lergely superseded 
by the decision of the firms thet e t‘urther 
Note should be delivered to the Chinese 
Government, but the leticr muy be o° interest 
to you es beckground. 


Yours sincere dy, 
( 334.) 


(J. HokXeonzie) 


Mics ¥.k. Hocette, 
Bosrd of Trade. 
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Draft. 
L.H. Lamb, Esq. 
C.M.G. O.B.E., 


British Embassy, 
PEKING. 


ie 


R.H. Scott. 


Copy to 


G.W.Aldington. 


Colonial 
secretariat 
Hong Kong. 


Bhank-you_for four letter of the 


22nd October about business interests 


in China and the possibility of further 


representation by H.M.GS&eke was of-eorsee—vesy 
(AS Senna te 
quickly followed by Shanghai telegram No. 1608 


reporting that the fiewnm managers there,—ave 


favoured further general dtptemedio represen- 
nen 


tation. This view 1S) ROWER E RY endorsed by 
Hong Kong Chamber of Commerce and the China 


Association. 
Pun Aynt- 
—zr I entirely agree with/ the-omtiise- waders 


papagraphfive or your retter-ef the dangers 
ll~n frank 


of further delay, sate nope/that by the time 
this reaches you the proposed Note will either 
be delivered or hx bast be CML in sige! of 
deAisern. rm of a fpr 


Me I have just seen Aldington's letter of the 
15th November commenting on your letter to me, 


with which I am again in general agreement. 


What—appeans—to718_+o_have—happencd is that 
dhe apparent willingness of the Chinese to 


negotiate with the firms (see inter alia Shanghai 
eS ee 


telegram no. 172 saving to you of the 25rd 
ferme, Wan meek jv “~~ 


August) encouraged —then—to, think that interventim 


by H.M.G. cout only/ Lead} to ageravetton oft he 
ight bh hamAd. 


sttuatiom , AS the monthswent by it became clear 
te—them that there was no softening of the 


Chinese attitude, and that in most cases ay 
aan 


Speedy exchange of asse ts /fer liabilities was a 
better solution than fong negotiations for 
closure and pay-off, with the aéé¢edé probability 


we 
ree) * 


‘ef i HOLE, ~ $+4++ - ons aree SUMS ULC “ 


from-abread: The firms now appear to be fairly 


unanimous in feeling that the support of H.M.G. 


Sit, . 


pe = ey 


olpst GA- { Unf sun. 


would be valuable. 


G ve have replied separately about your 


proposed trip - approving the visit to 

4 j tabi 

Tintusen and Shanghai and regretting that a 
visit to Hong Kong cannot take place at 


present. 


I am sending a copy of this letter to 
Aldington. 


2 F). 


NOTHING TO BE WRITTEN IN THIS MARGIN. 


 ] SW. 16 


CONPTPENT IAL. 28th November, 1952. 
5 


Your letter of the 22nd October about British business 
interests in China and the possibility of further representation 
by Her Majesty's Government was quickly followed by Shanghai 
telegram No. 195 Saving to you reporting that the managers 
there favoured further general representation. This view is 
now endorsed by Hong Kong Chamber of Commerce and the China 
Association. 


I agree with you about the dangers of further delay. 
It is possible that by the time this reaches you the proposed 
Note will either be delivered or be in sight of final approval. 


I have just seen Aldington's letter of the 13th November 
commenting on your letter to me, with which I am again in 
general agreement. The apparent willingness of the Chinese 
to negotiate with the firms (see er olia Shanghai telegram 
No. 172 Saving to you of the 23rd Augus seems to have made 
the firms think that intervention by Her Majesty's Government 
might be harmful. As the months went by it became clear 
that there was no softening of the Chinese attitude, and that 
in most cases an exchange of assets against liabilities was a 
better solution then long negotiations for closure and pay-off, 
with the probability of having to add further remittances to 
their losses. The firms now appear to be fairly unanimous 
in feeling that the support of Her Majesty's Government would 
be valuable, I mst say that personally I did not feel as 
strongly eas you did about Jardines deal at Tientsin. It is 
surely unrealistic to expect any remittable compensation, and 
that being so the sooner the firms can wind up the better. 


I agree also with Aldington's comment on your paragraph 7 
that it is unlikely that any prominent business man has made 
a private bargain with the Chinese Government which would 
include a soon that the British authorities should be kept 
in the dark. 


We have replied separately about your proposed oh - 
approving the visit to Tientsin and Shanghai and regretting 
that a visit to Hong Kong camnot take place at present. 


I am sending a copy of this letter to Aldington. 


(R. H. Scott) 


Le H. Lamb, E8Qe, C.M.G., O.B.Be y 
Peking. 
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(FC 1105/05) 
CONFIDENTIAL 


BRITISH BUSINESS IN CHINA. 


Mr. Ra@-Smith, until recently Manager in Shanghai of 
Messrs. Butterfield and Swire, called on Mr. R.H. Scott on 
40th October, He spoke mostly about the position of the British 
firms in Shanghai and said that no progress had been made on 
their attempts to close down, except by those who had applied to 
do so before the Note of 21st April was delivered. As regards 
Butterfield and Swire and their subsidiaries :; 


Butterfield and Swire, and China Navigation Company had not 
applied to close. The latter was breaking even, because of 
local earnings from leasing its go-downs. 


Holts applied in June to close, The Manager was sent for 
six weeks later for questioning. Nothing further has emerged 
although the Taxation Bureau have checked the figures submitted 
with the closure application. The firm are having to remit 
funds into China (approximately £100,000 a year), because of 
their large labour force (440 Chinese), and heavily taxed open 
spaces. Mr. Smith thought the next step would have to be to 
negotiate on the basis of surrendering assets against liabilities. 


Paint factory - nothing had been remitted since 1949. 
It had applied to close, 


Insurance Department. Permission to close was received in 
September. There were no outstanding liabilities except 
severence pay. 


Swire and Maclaine had applied to close, The firm owned 
no property and had no European staff. 


Mr. Smith saw no prospects for British business in China 


except as agencies Owning no property and having no "responsible" 
staff. 


Agreement between firms on how the closing-down operation 

'ghould be handled seemed to have ceased soon after the first 
Note was delivered. The majority in Shanghai had always been 
for concentrating on withdrawal and using the trade mission idea 
as an indication of their future goodwill, The directors with 
authority, however, were all in Hong Kong or London, and support 
for attempts to pursue the trade mission scheme prior to 
withdrawal came from them. Unofficial talks were going on 
between the Lennox group and some Chinese whose official standing 
was not clear. No progress was being made, but Mr. Smith had 
the impression that the Chinese were trying to suggest that a 
trade group should be established as a next step. 


Mr. Smith did not think that there was anything further 


Her Majesty's Government could do at present. He thought the 
Chinese hesitated to take too drastic steps —- such as expelling 


/the firms 


the firms and seizing their property - chiefly on account of fear 
of causing more unemployment, and because of a desire to appear 
to the outer worid to be acting reasonably. He instanced the 
manner in which they had persuaded Mr. Silverman that there were 
unlimited business opportunities in China for British firms, 


Voice of America. Mr. Smith mentioned that one of Butterfield 
and Swire’s Chinese employees had been accused of listening to 
the Voice of America” broadcasts. He was examined by the Office 
Union, and it was decided that he had the right to listen, but 
must on no account pass on what he heard, 
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BRITISH BUSINESS IN CHINA. 


Mr. Ray Smith until recently Manager in 
Shanghai of Messrs. Butterfield and Swire, called 
on Mr. R.H. Scott on October 40th. He spoke 
mostly about the vosition of the British firms 
in Shanghai and sq@#i that no progress had been made 
in their attifepts to close down axcept by those 
who had applied to do so before the Noteof April 
2ist was delivered. As regards Butterfield 


and Swire and their subsidiaries 


Butterfield and Swire, and China Navigation‘ 


Company had not applied to close, The fatter 


was breaking even, because of local earnings 
from Sea sing its go-downs, 
Holts appliéd in Jume to close, The Manager 


Qhe 


was sent for six weeks/for questi_oning. Nothing 
Pata 
further has emerged although the G@erese Bureau 
have checked the figures submitted with the 
closure application, The firm are having to 
remit funds into China(approximately £100,000: a 
year), because of their large labour force(hho 
Chinese), and heavily taxed open spaceg- Mr, 
smith thought the next step wold have to be to 
negotiate on*the basis of surrendering assets 


against liabilitées,. 


Paint factory - nothing had been remitted since 


in 199, It had applied to close, 


Insurance Department -Permission to close was 


received in September, There were no outstanding 
liabilities except severance pay. 


Swire and Maclaine had applied‘to close, The 


firm owned no property and~jmo European staff, 


Mr. Smith saw mo prospects for British 


/ousiness 


business in China except as agencies owning no 
property and having no “responsible” staff. 
Agreement between Births on how the closing- 
fown operation should be handled seemed to have 
censed soon after the first Note was delivered. 
The majority in Shanghai had always been for 
contentrating on withdrawal and using the trade 
Mkission idea as an indication of their future 
goodwill. The directors with authority, however, 
were all in Hong Kong or London,and support for 
attempts to pursue the trade mission scheme 


prior to withdrawal came from them, Unofficial 


talks were going on between the Lennox atin mes 


some Chineeq, whose official standing was not clear, 
No progress was being made, but Mr. Smith had the 
impression that the Chinese were trying to suggest 
that a trade group should be established as 
a next step. 
Hunk 

Mr, Smith did not emg that there was anything 
further H.M.Ge could doawt present. He thought 
the Chinese hesitated to take too drastic steps =- 
such as expelling the firmsfand seizing their 
proverty - chiefly on account of fear of causing 


more unemployment,and because of a désire to 


appear tothe outer world to be acting reasonably, 


He instanced the mahher in which they had perguadedf 


Mr. Silverman that there were unlimited business 
opportunities in China for British firms. 


Voice of Américas Mr. Smith mentioned that 


one of Butterfield and Swire's Chinese employees 
had been accused of @istening to the"Voice of 


America’ broadcasts He was examined by the 


/Office 
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Office Union, and it was decided that 
he had the right to listen, but must 


OR AO account pass on what he heard. 
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TELEPRONE: CITY i212 (20 Lines) TELEGRAMS:“WIDESPREAD TELEX, LONDON” 
we 


ss 


THE 


UNION INTERNATIONAL _COMPAN 
LTD \F acerad 


Inreplg please quote — 


BFCL/CPC. LONOON, E.C:1. 
"D" DEPT. 


r 


The Under-Secretary of State, 
Foreign Office, 
LONDON, S.W.1. 


6th November, 1952. 
oir, 


We attach hereto a copy of a letter dated 17th October, 1952 
which we have just received from our Mr. Marshall at Tientsin, 
and which concerns the extreme difficulties with which we are 
raced at that centre. 

We are, Sir, 
Your obe@ent servants, 
THE UNION INTERNARMLIONAL COMPANY, LIMI'TE 


a oF LANB. 


DUPLICAT THE INTERNATIONAL ExPoRT Co., (TIENTSIN) LTD. TIENTSIN 


CTM: RY 
No. 162. 


17th October 1952. 


B. F. on Lamb, BS8q-, 
London, 


Dear Mr. Lamb, DISPOSAL OF THE PLANT 


Your telegram No. 65 reading "65 YOUR 146 WE AGREEABLE THIRD 
ALTERNATIVE ON LINE OUTLINED BUT FIRST TELEGRAPH YOUR AUTHORITIES' 
PRECISE PROPOSAL" sounds the death knell as far as the Company is 
concerned of this Plant «-- the Plant with which I have been most 
associated during my nearly 22 years in China. In my own opinion 
the writing has been on the wall ever since the phrase "all taxes 
as result of processing" which was in the 1950 contract was com- 
pletely disregarded. I am sure all concerned are as sorry as I am 
that circumstances have forced us into the step that has been taken, 
and we can only hope the plant will be operated by the authorities 
and we get the opportunity of disposing of any future pack to our 
own advantage. 


A copy of your telegram No. 65 was immediately given to the 
Corporation and we reported receipt of same to the FAB, Labour 
Bureau and so forth. It seems obvious that the CNABPCO were dis- 
cussing the telegram between themselves because we were unable to 
make an appointment with them until the afternoon of the 16th inst. 
and as a result of this meeting we sent our telegram to you No. 69 
reading as follows:- 


™".... YOUR 65 AUTHORITIES CONFIRM AGREEMENT IN PRINCIPLE REF 
OUR LETTER 9TH ULT BUT FORMAL NEGOTIATIONS WILL COMMENCE AFTER 
WE NOTIFY FAB TOMORROW SUGGESTED BASIC TERMS IN WRITING 
FULLSTOP PRECISE PROPOSAL WHICH PROBABLY JOINT WILL EMERGE 

IN DUE COURSE" 


The meeting was held with Mr. Liu who used to be the Corpora- 
tion's Export Manager but is now in a more senior position and 
after preliminary remarks Mr. Liu, as is usual when the Authorities 
are discussing business, asked me for my ideas. He also asked me 
what is the exact meaning of the telegram. I said in a Ste 
the telegram signified London's agreement to give the % away 
under certain circumstances and previded they are in sposiedaian of 
precise details, In previous conversations with the FAB and the 
CNABPOO, and after our suggestions regarding a sale or a lease had 
been turned down, the authorities had themselves eugene ves the on 
way to solve our difficulties will be to give the | t away and 
that Mr. Chang of the PAB had said if London agreed to this course | 

we would get better terms than the BAT; the authorities have never); 
indicated to me what these better terms might be, London has agree 
in principle to the authorities’ suggestion that the plant uld 
be given away and somewhat naturally now want to know the full 
details and as the suggestion originally came from the authoritie 
it is up to them to give us their ideas so that we can inform London 
Mr. Liu asked me if there were any further points I wished to 
tion which had not been mentioned in previous conversations and f 
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DUPLICATE THE INTERNATIONAL Export Co., (TIENTSIN) LTD... TIENTSIN 


CTM: RY 


| i7th October 1952. 
NOe 162. 


B. ir Ge Lamb, BSqe sy 
London. 


Dear Mr. Lamb, DISPOSAL OF THE PLANT 


Your telegram No. 65 reading "65 YOUR 146 WE AGREEABLE THIRD 
ALTERNATIVE ON LINS OUTLINED BUT FIRST TELEGRAPH YOUR AUTHORITIES ' 
PRECISE PROPOSAL" sounds the death knell as far as the Company is 
concerned of this Plant «-- the Plant with which I have been most 
associated during my nearly 22 years in China. In my own opinion 
the writing has been on the wall ever since the phrase "all taxes 
as result of processing" which was in the 1950 contract was com- 
pletely disregarded. I am sure all concerned are as sorry as I am 
that circumstances have forced us into the step that has been taken, 
and we can only hope the plant will be operated by the authorities 
and we get the opportunity of disposing of any future pack to our 
own advantage. 


A copy of your telegram No. 65 was immediately given to the 
Corporation and we reported receipt of same to the FAB, Labour 
Bureau and so forth. It seems obvious that the CNABPCO were dis- 
cussing the telegram between themselves because we were unable to 
make an appointment with them until the afternoon of the 16th inst. 
and as a result of this meeting we sent our telegram to you No. 69 
reading as follows:- 


™".... YOUR 65 AUTHORITIES CONFIRM AGREEMENT IN PRINCIPLE REF 
OUR LETTER 9TH ULT BUT FORMAL NEGOTIATIONS WILL COMMENCE AFTER 
WE NOTIFY FAB TOMORROW SUGGESTED BASIC TERMS IN WRITING 
FULLSTOP PRECISE PROPOSAL WHICH PROBABLY JOINT WILL EMERGE 

IN DUE COURSE" 


The meeting was held with Mr. Liu who used to be the Corpora- 
tion's Export Manager but is now in a more senior position and 
after preliminary remarks Mr. Liu, as is usual when the Authorities 
are discussing business, asked me for my ideas. He also asked me 
what is the exact meaning of the telegram. I said in my opinion 
the telegram signified London's agreement to give the plant away 
under certain circumstances and provided they are in possession of 
precise details. In previous conversations with the FAB and the 
CNABPOO, and after our suggestions regarding a sale or a lease had | 
been turned down, the authorities had themselves suggested the only 
way to solve our difficulties will be to give the plant away and 
that Mr. Chang of the FAB had said if London agreed to this course 
we would get better terms than the BAT; the authorities have never 
indicated to me what these better terms might be, London has agreed 
in principle to the authorities’ suggestion that the plant should 
be given away and somewhat naturally now want to know the full 
details and as the suggestion originally came from the authorities 
it is up to them to give us their ideas so that we can inform London 
Mr. Liu asked me if there were any further points I wished to men- 
tion which had not been mentioned in previous conversations and for 


DUPLICATE THE INTERNATIONAL ExPorT Co., (TIENTSIN) LTD., TIENTSIN 


No. 162. -. = 17/10/52 


sole time after that the conversation became general, I mentioned 
one or two minor points and stated that as the authorities' sugges~- 
tion of a bat was coupled with the solution of our difficulties it 
was entirely up to the authorities to simplify and speed-up what 
could or could not be very complicated or long drawn out negotia- 
tions. 


Mr. Liu stated that the authorities agree in principle on the 
basis of our previous conversations but as these conversations have 
been entirely unofficial he requested us to write officially to the 
FAB sending a copy to the Corporation setting out our ideasawhich JW 
negotiations should be commenced. The question then arose of a 
precisely similar conversation which had been held at the FAB when 
the FAB said we should write to the Corporation, Mr. Liu pointed out 
that we are a foreign firm and therefore should communicate with Sha 
FAB and in accordance with this we enclose herewith copy of our 
letter of today's date to the FAB from which you will note copies 
have been sent to the Corporation and the Labour Bureau. 


I stressed the serious financial position the Corporation have 
put us in by not paying us money which has already been promised 
and Mr. Liu stated this point would be ironed out the following 
day after our letter to the FAB has been delivered which will put 
everything on a proper basis. 


My only comment on the enclosed at present is the clause regard- 
ing my Exit Permit. I have mentioned to the Authorities on several 
occasions the delay to the B.A.T. Foreign Staff and the reply is 
always that they are not directly responsible but will assist all 
they can. The BAT people tried to get a definite clause in their 
agreement but could not do so. 


Yours faithfully, 


WA 
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some time after that the conversation became general, I mentioned 
one or two minor points and stated that as the authorities' sugges-~ 
tion of a bat was coupled with the solution of our difficulties it 
was entirely up to the authorities to simplify and speed-up what 
could or could not be very complicated or long drawn out negotia- 
tions. 


Mr. Liu stated that the authorities agree in principle on the 
basis of our previous conversations but as these conversations have 
been entirely unofficial he requested us to write officially to the 
FAB sending a copy to the Corporation setting out our ideasawhich yw 
negotiations should be commenced. The question then arose of a 
precisely similar conversation which had been held at the FAB when 
the FAB said we should write to the Corporation, Mr. Liu pointed out 
that we are a foreign firm and therefore should communicate with the 
FAB and in accordance with this we enclose herewith copy of our 
letter of today's date to the FAB from which you will note copies 
have been sent to the Corporation and the Labour Bureau. 


I stressed the serious financial position the Corporation have 
put us in by not paying us money which has already been promised 
and Mr. Liu stated this point would be ironed out the following 
day after our letter to the FAB has been delivered which will put 
everything on a proper basis. 


My only comment on the enclosed at present is the clause regard- 
ing my Exit Permit. I have mentioned to the Authorities on several 
occasions the delay to the B.A.T. Foreign Staff and the reply is 


always that they are not directly responsible but will assist all 
they can. The BAT people tried to get a definite clause in their 


agreement but could not do so. 
Yours —_— 


copy 


17th October 1952. 


Foreign Affairs Bureau, 
Tientsin. 


Dear Sirs, 


We refer to conversations held between us in the first week of 
September when the question of the very difficult circumstances in 
which we find ourselves were discussed and to your eventual sugges- 
tion that the only solution of our difficulties would be for us to 
give our plant away in return for certain undertakings on the au- 
thorities' part. As you are no doubt aware conversations on simi- 
lar lines have been held with the CNABPCO and other authorities. 
All these have been reported to our London Office and for your 
information we are now in receipt of a telegram from London reading 
as follows:- 


"WE AGRESABLE THIRD ALTERNATIVE ON LINE OUTLINED BUT FIRST 
TELEGRA PH AUTHORITIES' PRECISE PROPOSALS" 


’ 
We would explain the words "third alternative" mean to give our 
property away and in our opinion the whole message means London 
are agreeable to give the Plant away subject to their knowledge of 
full details. 


Under the above circumstances we are prepared to open negotia- 
tions on the basis of the following conditions which may be subject 
to amendment, addition or alteration. We take it these negotiati@éns 
should be held with the CNABPCO. 


(1) They would assume full responsibility for all liabilities of 
this Company in China of any nature whatsoever past present 
and future. 


(2) As from date of consent they will take over our Present Chinese 

staff (plus one Indian watc ) both permanent and seasonal 
and be fully responsible for payment of their wages, subsidy and/or 
severance payment and this Company would thereby be free from any 
liability whatsoever towards their Chinese (one Indian) employees 
either past, present or future. 


(3) They would agree to refrain from making any further claims 
against us and to withdraw those claims at present in dispute 
between us or pending, including the Deposit Claim, the Processing 
Claim, the claim on “AENEAS” tinplates and "ASTYANAX" if any and 
the Claim for outstanding cargo under the 1949 contract concluded 
between the ex-Central Trust of China and our Associated Company, 
the International Export Co. (K) Ltd., which is at present the 
subject of legal action in the Shanghai's Peoples Court etc. etc. 


(4) They will accept responsibility for disposal of all Japanese 


stores which are at present in our compound and no liability 
whatever will attach to the Company in this respect. 


(5) They will give our London Office preferential terms or the 
first offer of disposal of any pack of whatever nature, i.e., 

egg products or any other animal products which they do at this 

plant for export. Should any pack take place for their account at 


any of our associated plants in China such pack to be included in 
the above. 


F.A -B. -_ 2 = 17/10/82 


(6) They undertake to purchase at a fair local market price all non- 

productive spares, stores and equipment, vehicles, furniture and 
office appliances, and lighterage equipment. This includes ammonia 
stock and cylinders and items at present in our General Store which 
are unissued to various Departments. They also undertake to pay any 
balance due us on our egg packing remuneration. 


(7) Both yourselves and CNABPO undertake to give all possible as- 
sistance so that an Exit Permit for our Mr. Marshall can be 
obtained within two weeks of any handing-over agreement being signed. 


(8) Both yourselves and CNABPOO agree that handing over of this Plant 
will not be taken as a precedent in respect of any other property 
owned in China by our Headoffice. 


(9) It is to be agreed that any resultant funds from the above sales 


remain our property and the staff and workers have no claim 
on them. 


(10) We feel it will be of no ultimate good to CNABPCO for us to con- 

tinue to sell stores etc. in the meantime, these will be of far 
greater value to the Authorities who take over. Therefore the CNABPCO 
should agree to render all necessary financial assistance to us when 
the funds they actually owe us at present run out and pending settle- 
ment under Clause 6 above. 


Yours faithfully, 
IECO(T)LTD 


cc: Corporation 
Labour Bureau 


® 
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TELEPHONE BROAD STREET HOUSE, 


LONDON WALL 1i6o. 


2440. 54,OLpD BroabD STREET, 


TELEGRAPHIC ADDRESS 


DOLMIR LONDON LONDON, E..C. 2. 


7th November, 1952 


Dear lipoKenzie, 


enclosed are a few notes confirming what 
i said at our talk today regarding the draft suggested 
by Hong song for a Note which Lamb might now put in to 
the Uhinese Government. 


i understand that you will now draw up a 
draft Note,in consultation with Lamb and the other 
Whitehall departments = will be good enough to let 
us have a copy so that my Committee can consider it 
and consult with Hong Kone. 


Yours sincerely, 


Eb trAur 


Js udcKenzie, HSQe,! 
China & Korea riot Aah 
Foreign vuffice, 

LONDON, S.Wel 


2. In general, my Vommittee feels that Hong Kong's phraseology 
@e is a little too "soft", and that the whole tone of the Note 
might well be sharpened up somewhat. 


(2) Regarding Hong Kong's fear that, as most companies can report 
some movement, however small, we must be careful to avoid 
giving the Chinese an opening for a plausible reply, my Vommittee 
feel that, though there may have been (indeed, there has been) 
progress in isolated instances, the Note could quite fairly 
refer to the length of time which has elapsed, and express the 
opinion that greater progress should have been made "on a 
broader front", 


In the middle of Hong Kong's draft there is a sentence commencing 
"H.M.G. therefore revert to the request" which goes on to ask 
for a unified procedure to be laid down and published, 

Personally, I think it would be a mistake to ask for 
something we can't get, i.e. publication of a new procedure, 
and my instinct would be to re-form that part of the suggested 
language somewhat as follows:- 

“H.M.G. therefore ask that the U.P.G. will take 

the necessary steps to ensure the carrying out of the 

undertaking given in mr. Chang Han-fu's Note of July Sth 

that these questions will be settled expeditiously and 

reasonably." 


The next sentence in Hong Kong's draft commencing "H.M.G,. have 
taken notice of" refers to “representatives of the proposed 
trade group". 

As 1 explained to you this morning, this is incorrect 
phraseology. aS there is, so far, no trade group, there can 
be no representatives of it. ‘The people to whom Hong Kong 
refer were representatives of their own firms, each of which 
was willing to join a trade group. If any reference to the 
trade group is made in the Note (regarding which see below) 
I suggest this part of Hong Kong's draft might be amended 
somewhat as follows: 

“In H.M.G.'sS Note of May 19th, it was stated that 

a number of important British companies contemplate 

setting up a new form of organisation, better suited 

to current conditions, it has, however, been imposs- 

ible to make progress in this matter owing to the 

lack of official attention on the part of the Chinese 

authorities to the request submitted by representatives 

of some of these firms for an opportunity for full 
discussion with the appropriate departments. HM.G. 
would be glad to have a clarification of the Chinese 

Government's attitude in this matter." 


Upinion in my Vommittee is divided regarding the desirability 
of introducing any reference to the trade group in this Note, 
Some think it would be better to concentrate entirely on the 
withdrawal issue, whilst others think that, as the trade group 
was mentioned in Lamb's first Note, it should be mentioned 
again now. We would be very glad to have the Foreign Office 
opinion on this important question, 


You will note that the last part of Hong Kong's draft is 

rather messy, in that they swim the question of the formation 

of the trade group into the subject of remittances, and these 

two points are, of eet almost entirely unrelated. 1 think 
J 


therefore it would probably be better drafting if, having 
asked for clarification of the attitude of the C.P.G. regarding 
the trade group proposal as suggested above, a new sentence 
was put in somewhat as follows:- 
"as the U.P.G. is aware, many British companies 
are in the unsatisfactory position that they are 
obliged to obtain remittances from abroad for the 
purpose of maintaining their organisations in China, 
H.M.G. must emphasise that these companies cannot 


continue to make such remittances indefinitely:indeea 


9nmeg = 


H.M.G. itself does not view with equanimity the 
contimaation of this drain on British resources 
for maintenance of unproductive enterprises, it 
is therefore requested that prompt and effective 
steps be taken to enable th@se british firms who 
wish to withdraw to do so without further delay." 


Regarding publicity my Committee realises the virtual 
impossibility of carrying out Hong Kong's idea that the 
responsible Press should publish inspired articles. 

Miy Committee agrees much more with Lamb that 
publicity should take the form of making public the 
fact that, in view of the lack of progress, Heliel. 
had made further representations, 


Finally, regarding the question whether or not the difficulties 

in Tientsin should be mentioned, out of the five firms concerned, 
four in my Committee see no objection to a reference appearing 

in the Note. if therefore you agree with Lamb that these 
difficulties should be stressed, an appropriate place to put 

the reference would obviously be in discussion of the difficulties 
met in the course of negotiations for the terms of retirement 

of employees etc. 
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CONFIDENTIAL INWARD TELEGRAM 
. 2 


TO THE SECRETARY OF STATE FOR THE COLONIES. ,,, 


FROM HONG KONG (Sir A. Grantham) 


Cypher (0.T.P.) D. 7th November, 1952. 
Re 7th - " 10.45 hrs. 


PRIORITY 
CONFIDENTIAL 
No.1010 


Addressed to S. of S. 
Repeated to Peking No.156. 


My telegram i | 


British Business in China. 


I do not (repeat not) favour the suggestion that 
Her Majesty's Government should associate itself with proposed 
statement by firms regarding continuation of remittances, since 
this might well create the impression that the introduction of 
official control on remittances is contemplated by Her Majesty's 
Government in certain circumstances. My views in this: connection 
remain as stated in my telegrams Nos.202, » and 00 


P Lenestio Eno 3 ub 
Copy sent to:- Fe vosfieg 


es 
’ 


Foreign Office Mr. J. M. Addis 
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COLONIAL SECRETARIAT, 


2/5321/52 II LOWER ALBERT ROAD, 
HONG KONG. 


CONFIDENTIAL kth November, 1952. 
BY BAG 


Copied to: 


C. H. Johnston Esq.» 
China & Korea Department, 
Poreign Office, 

LONDON, 8.W. l. 


In order to catch to-day’s bag, I am enclosing 
a draft of a telegram which the China Affairs Committee 
of the British Chamber of Commerce, Hong Kong, propose 
to send to the China Association, giving their views as 
to the lines which micht be followed in a further Note to 
the 0. P.G. on the position of British busineas firms in 
China. This draft has been circulated to members of the 
Executive Group of the Committee but has not yet been 
finally approved by themg I will inform you by telegram 
later if there are any amendments of substance. We shall 
also be sending a telegram to the Secretary of State for 
the Colonies summarising these proposals and suggesting 


that they obtain a copy of the full text from the China 
Association, 


Bumstead and I attended a meeting of the Committee 
yesterday morning at which approval was given to the 
despatch of a telegram on these general lines, and Collar 
and myself have been in consultation regarding the form 
of the suggested Note. I have also been asked to inform 
you that in the view of the Gonmmittee the lack of contact 
with responsible officials in China is a major stumbling 
block in the way of the firms making progress towards 
closure; the Committee would in consequence appreciate 

. your views as to whether an appropriate sentence to this 

. effect could be included in the suggested Note without 
inviting a snub or whether you can suggest any other means 
of putting this point to the O.P.G., 


I am sending a copy of this hasty letter to 
Johnston at the Foreign Office. 


(@. W. Aldington) 


P.8. Since dictating the abeve 
I have been informed thet ali 
members of the Executive Comait 


Ly COYVE )* Ss Hong Kong, 3rd November, 1952, 


(DRAFT ) 


CABLE TO CHINA ASSOCIATION 


After discussion with Bumstead we find that we and Shanghai are 
now agreed that a further note should be presented to Peking drawing 
attention to lack of progress in respect both of closure and establish- 
ment of trade group STOP Shanghai have not given their views on tone or 
content STOP Our view is that at this stage note shold be moderate 
oreparing the way far more strongly worded note later if required STOP 
The wording must be very carefully chosen since with the exception of the 
Banks nearly all companies which have applied to close can report some 
movement however small and it is important to avoid giving the CPG an 
opening for a plausible reply instancing what is relatively unimportant 
progress and thus avoiding the main issues STOP We suggest that 
note be m following lines BEGINS. 


HMG refers the CPG to the fourth paragraph of its note of 
May 19th and paragraph three of Vice Minister Chang Han Fu‘s statement 
of the 5th July which promised an expeditious settlement in accordance 
with the regulations STOP HMG has had its attention drawn by a number of 
the larger British companies particularly those which have branches in 
several cities in China to the lack of important progress in their 
efforts to close or otherwise dispose of their organisations during the 
six months which have elapsed since the last commnication, despite 
their recourse to local athorities STOP This has been particularly 
noticeable in respect of negotiations for the terms of retiremm@mt of 
employees whose demands have in many cases been widely different from 
existing agreem@mts or from what British merchants understand to be the 
regulations of the CPG, 


HMG therefore revert to the request made in paragraph 4 of their 
note of 19th May to the effect that appropriate instructions be issued 
to the parties concerned and that a clear unified procedure be laid down and 
published for the termination of the services of staff am the closure of 
businesses in order to facilitate an expeditious settlement STOP. 


HMG have taken note of Vice-Minister Chang Han Fu's declaration 
that the CPG desires to promote Sino-British trade and in this respect 
point out that although representatives of the proposed trade group 
as described in paragraph three of its note of the 19th May have requested 
an opportunity for full discussion with the appropriate department, no 
official attention has yet been accorded thereto STOP HMG consequently 
now ask for clarificatim of the attitude of the CPG in this cmnection, 
since British companies in China find themselves in the very 
unsatisfactory position of being obliged to continue to obtain remittances 
from abroad for the purpose of maintaining their organisations STOP 
The companies concerned cannot contime to make such remittances 
indefinitely and indeed HMG itself cannot view with equanimity the 
continuation of such remittances for the maintenance of unproductive 
enteprise STOP It is therefore requested that the CPG will reply 
on this point at an early date ENDS, 


Our view is that the delivery of the note should not be publicised 
but that shortly thereafter the responsible press should be asked to publish 
inspired articles dealing with the lack of progress am continued drain on 
resources STOP a copy of the foregoing is being sent to Lamb by 
Aldington to obtain his views, 
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Pale 
BOARD OF TRADE, 


HORSE GUARDS AVENUE, 
WHITEHALL, S.W.1. 


Our Ref: CRE 3443/52 12th November, 1952 ( Mt‘ 
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I wrote to you on /th October, in reply to a letter from 
you about the closing of British firms in China and suggested 
that we might possibly be paying too much regard to the 
views of the firms in Shanghai and Tientsin and to their 
mouthpiece the China Association and too little regard to 
the advice we were getting from Lamb. I felt that despite 
the anxiety of the firms that we should leave them to make 
the running it would be advisable to follow up our previous 
note. 


C ¢ ONT AA $§ 

I do not know whether that view commended itself to you 
or whether you have sounded the China Association again on 
the subject. But telegram 817 from Peking (which only 
reached us a day or two ago) shows that Lamb is still of 
the same opinion and supports his view with arguments which 
seem to me weighty. Subject therefore to. anything that may 
be in the letter Lamb sent to Scott on 22nd October perhaps 
we might discuss whether any and what further note could be 
drafted for Lamb, if he concurred, to hand to the C.P.G, 


Yours sincerely, 


SA Jovme 


S.-H. Levine 


C. H. Johnston, Esqe; 
Foreign Office, 
Downing Street, 
SeWele 
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Foreign Office Mail office, 
BR6/11/7 Peninsula Hotel, 


Kowloon, 
Confidential. Hong Konge 


6th.Novenbver 52, 


Dear Departnent, 


Your letter FC 1105/3592 of 2hth, October 
about documents for transinission to 11.]1,Charge d'Affairs 
Peking. 


The local agent of the Union International 
Company Ltde, ( lireGardner,The Hongkong Refricerating Coe, 
Edinburgh House, Hongiong ‘ informs me tnat he is not in 
possession of the docwypents referred to, 


The local branch of the Chartered Bank #68 
India, Australia and China, 5 Queens Road Central, lIlongkong, 
has since contacted me in response to a telesram received 
from their London Head Office regarding documents stated to 
be in the possession of the local bank, 


Upon examination of certain title deeds 
held, it appears they are not the ones quoted and the bank 
does not feel too certain of the ownership. 

The matter is being referred back to the 
London Jiead Office to be be further investigated with a 
request to write to you arain. 

A copy of this letter is being sent to Peking. 


Yours ever, 


The China and Korea Dept., 
Foreign Office, 


London. 
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The points made by Mr. Lamb on the draft 
Note produced in Hong Kong are an general agreement 
with those made by the CRbiIgge Assocn. which we have 
aleeady receiwved(/415). There should not benow be 
much difficulty in getting agreement in London among 
the China Assocn. and the other Government Departments 
concerned waht&s the text of the Note. 


ge? To take Mr. Lamb"’s comments point by point:- 


2(a) I agree with Mr. Lamb, but this point will make 
little diffemence to the wording of the Note. 


2(») This is curious. The China Assocn. are quite 
prepared to mention the excessive demands for pay-off 
by employees in Tientsin, whereas Mr, Lamb(who se Ros 
| just visited Tientsin)says that the managers concerned | 
are against these demands being mentioned. I think 
it would be best to accept Mr, Lamb’s view, but it 
_might be worth mentioning this to the China Assocn,. 


2(c) After some doubts over the past few months, 
there now seems to be more support for the mentioning 


(Action 
completed.) 
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Next Paper. 


of the Trade Group in the proposed Note than there is 
opposition. The China Assocn.'s latest draft(/15) 
ize has mentioned it and we can therefore include it 
unless there are objections which have not yet been 
expressed. 


2(a) Reference to Remittance Gontrol perhaps presents 
the hardest problem. Mr. Lamb*s solution, which 
means that we should mention that the firms cannot 
combemplate indefinite remittances to China, but 


without associating H.M.G with this statement, seems 


to me the best solution. It may however be hard to 
get the Colonial Office to agree to this. hoot 


/ aS v 
3. §3. The China Assocn. made a similar comment to 
this in their letter of the 7th of November(/407), and 
it should present no difficulties. 


le Publicity. 

e managers in Shanghai want publicity to be 
"factual". Hong Kong do not wish the delivery of 
the Note to be announced but would ilike inspired 
articles later in the press. The China Assocn. 
think, ;or +t 18 useless to, guide the tone of press 

| &, ts /articles 


articles; they would not wish the Note to be published 
but they would like the fact of its delivery to be 
made public, Mr. Lamb would like“Official statement 
giving the general terms of the Note. Mr. Lamb's 
Suggestion seems to me the best, and I think we might 


try it on 'the China Assocn, 


6 I have tried to do a draft Note which meets so 
far as possible the points raised by the various 
interested parties, This might be sent to the 
China Assocn. and to the interested Government 
departments for comments before we send instructions 
to Peking, 


6. Drafts to the China Assocn. and to the Trea suryy 
copied to Colonial Office, Board of Trade and Bank of 
England, 


(J.M.0. Snodgrass) 
26th November, 1952, 
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Addressed te Fereign Office telegram Ne, 879 ef 22nd Nevember 
Repeated fer infermatien te Heng Keng 


and Saving te Shanghai an ae PS 
. 


a, 


Srv 


GZ 
Yeur telegram Ne, 943: British Firms in China, 


I have new received cepy ef cable te China Asseciation 
by Heng Keng Managers after discussien with Bumstead referred te 
in Heng Keng telegram Ne, 1003 te Celenial Office upen which 
yeu asked fer my comments, 


2. I agree that the time has ceme fer further representa- 
tiens, which I feel sheuld definitely mentien fellewing peints: 


(a) Lack ef pregress in regard te applicatiens fer 
clesure, in which cennexien I de net attach much impertance te 


peint regarding “plausible reply" in intreductery paragraph ef 
ma FOS [Yoda cable te China Asseciatien; 


i 


“Cc V0 VES. 

(b) Excessive demands ef pay eff by empleyees witheut 
hewever specifie mentien ef Tientsin cases (this amends view in 
paragraph 4 ef my telegram Ne, 817 in deference te centrary 
epiniens ef the representatives ef the firms named) ; 


(e) Detrimental effect ef the absence ef respense te 
suggestien ef [grp. undec,] established representative ef the 
Asseciatien as mentiened in paragraph 3 ef my nete ef 19th May 
and te applicatien by greup ef British merchants at Shanghai 
te visit Peking; Feiss /ret 


(a) Inability te centinue remittances from United 
Kingdem te meet everheads, but witheut spesafic mention ef 
Her Majesty's Gevernment in deference te views in Heng Keng 
telegram Ne. 1010 te Celenial Office, with which I am inclined ~ 


ti 
oid ¢ ff 
~~ EB iy 4 I 
x 
” 


/te agree 


CONFIDENTIAL 


Peking telegram Ne, 879 te Fereign Office 
alt. 


te agree en the greund: that it might be tee prevecative and 
that if we made such a definite threat we weuld have te be 
determincd-te enferce it, 


3. I very much deubt whether Chinese Gevernment weuld 
cemmit themselves te categerieal statement in reply te specific 
requests suggested in sectiens (a) and (b) ef paragraph 2 ef 
Heng Keng telegram Ne, 1003 te Celenial Office. I therefere 
censider that it might lead us newhere te be tee insistent in 
this respect and I weuld prefer as a matter ef tactics te treat 


them mere generally. nil. 


4. As regards publicity, I de net share the view: in 
last paragraph ef the cable te China Asseciatien that delivery 
ef the nete sheuld net be publicised but sheuld merely be the 
eccasien fer inspired press articles with restricted scepe, 
On the centrary, I censider (a) an efficial statement sheuld 
be issued giving general terms ef the nete and (b) we sheuld 
be prepared te publish the text in full at an apprepriate mempnt. 


5. I agree that the nete@ sheuld be carefully and mederately — 
werded in censideratien ef the reactiens ef the Chinese 
Gevermment, pessible repercussiens en the British firms and 
their persennel in Chima and ef the pessibility ef subsequent 
publicatien, 


6. I have attempted a draft nete embedying all the abeve 
peints as a basis fer detailed study, the text ef which is 
centained in my immediately fellewing telegran, 


7. This draft alse differs frem Heng Keng tentative 
ferm in respect ef the fellewing details: 


(a) Omissien ef qualificatien "larger" (see first 
paragraph) befere British Cempanies which seems unnecessary; 


(b) Omissien ef SMGGific mention ef "reguiatiens 
ef Central Peeple's Gevernment" (end ef paragraph 2) as, theugh 
general regulatiens fer settlement ef labeur disputes exist, 
the precedure prescribed in them is leng drawn out and reference 
te them weuld net materially ebtain the desired reasenable and 
speedy settlement ef pay eff which ceuld in practice enly result 


/from administrative 


CONFIDENTIAL 


te Fereign Office 


frem administrative erders te the lecal autherities and labeur 
uniens by Chinese Gevernment, 


8, I discussed the pesitien with lecal representatives ef 
British firms during visit te Tientsin 20th Nevember and their 
views generally ceincide with mine, The Manager ef Jardine 
Mathesen and Cempany believed that there were signs ef a less 
umreasenable attitude regarding pay eff en the part ef his 
firm's empleyees, but ether British businessmen were net se 
Sanguine, In any case all agreed prepesed representatiens 
were desirable, 


Fereign Office please pass te Heng Keng as my telegram 
Ne. 501 e 


[(Cepies sent te Celenial Office fer repetitien te 
Heng Keng]. 
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My immediately preceding telegram: British Firms in China. 


Fellewing is tentative draft nete. 
[Begins] 


I have the heneur te refer te my nete ef 19th May in which, 
under instructiens frem Her Majesty's Gevernment in the United 
Kingdem, I infermed Yeur Excellency ef the decisien ef British 
cemmercial interests in China, in view ef the present circumstances, 
te clese dewn their existing erganisatiens. In paragraph 4 ef that 
nete the geed effices of the Central People’s Gevernment were 
requested te facilitate the precedure fer such clesure. 


2. The British firms cancerned were enceuraged by the terms 

ef Yeur Excellency'’s statement ef July 5th te believe their 
request weuld receive a sympathetic respense, and that cempetent 
lecal autherities weuld be directed te deal faveurably and 
expeditieusly with the applicatiens addressed te them fer clesure 
and settlement ef affairs ef British interests cencerned with 


particular reference te amicable and equitable paying eff ef their 
eapleyees. 


3. $Theugh several menths have since elapsed, the majerity ef 
British firms eperating in China, whe have duly anneunced their 
desire te clese te the apprepriate lecal autherities, have been 
unable te make any appreciable pregress, netably in the case ef 
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Peking telegram Ne. 880 te Fereign Office 
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these with branches in various centres in China. In 
particular they have enceuntered difficulties in respect ef 
the terms of the settlement with their empleyses whe have, 
in several instances, made demands which cannet be regarded 
as stherwise than unreasensble and exerbitant, and which 
have in certain cases even been in disregard ef the speeific 
terms ef existing centracts between the empleyers and the 
respective labeur uniens. 


4. AS result ef these and ether impediments in the precess 
ef settling their affairs, including dispesal ef their 
preperties en equitable and mutually beneficial terms, a 
number ef British firms have been faced with a centinued, 
heavy and unprefitable expenditure en sverheads necessitating 
censiderable remittances in fereign currency frem their head 
effices abread. In view ef their existing restrictiens 
against remittances |? grp. emitted] abread frem China the 
C.P.G. will certainly enderse the need fer putting a strict 
cheek upen such unprefitable eutflew ef natiensl reseurces. 
such a situatien clearly cannet centinue indefinitely, and 
it is therefere te the interest ef all parties cencerned 
that a speedy selutien ef these difficulties be expedited. 

It is therefere suggested, as a valuable centribution tewards 
Such an ebjective, that the C.P.G. sheuld prepese what they 
censider te be a fair basis fer paying eff the Chinese 
empleyees which sheuld be uniformly applicable in all cases 
and all lecalities, including ef ceurse the Chinese state- 
eperated ané private cencerns. 


5. Yeur Excellency will recall that in ay nete under 

reference mentien was alse made ef the prepesals ef British 

business interests in China te substitute fer their existing 

interest in erganisatiens a new form eof commercial representation 

ef the nature ef an asseciatien ef representatives ef manufacturers 

and everseas buyers capable ef maintaining direct centact with 

apprepriate Chinese autherities. An eutline ef what was 

anticipated in this respect was presented by representatives ef 

verieus British interests in Shanghai te the lecal Fereig Affairs 

Bureau en 5th July and 10th July but se far as I am aware ne 

respense has been ferthceming te these suggestiens.. Mereever, 

ne respense appears te have been received te the. suggestien ef 

which I advised Yeur Excellency in my memorandum Ne. 101 lth 

July that a greup ef representatives ef British business interests 

frem Shanghai sheuld preceed te Peking te discuss the abeve prepesal 
/ ahd ether business . 
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and ether business matters with the apprepriate departments 
ef the C.P.G, 


6. The censequent inability te establish direct efficiel 
centacts has inevitably militated against the pessibility 

ef cencluding satisfactery arrangements fer settlement ef the 
affairs ef the British firms ecencerned and fer explering 
satisfactery metheds fer future Sine British cenmercial 
liaisen in China. Therefere, in view ef the mutual interest 
and benefit ef reaching a speedy and equitable selutien ef all 
these preblems, I have been instructed by Her Majesty's 
Principal Secretary ef State fer Fereign Affairs te express 
the hepe that the C.P.G. will take appropriate and early 
action te rectify what is se evidently an unsatisfactery 
situatien scarcely conduvive te mutual beneficial trade 
relatiens, ané) te} issue directives accerdingly te the 
departments cencerned. 


Fereign Office please pass te Heng Keng as my telegram 
Ne. 502. 


[Copy sent te Celenial Office fer repetitien te 
Heng Keng]. 
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Addressed to Peking telegram No,197 of 19th November 
Repeated for information to Foreign Office 


Hong-Kong 
My telegram No,195 Saving. *{° yet ZH 3Qu 


None of the firms has any progress to report. 


2. The manager of Butterfield and Swire informed me today 
that, On instructions from the owners, he has offered to hand 
over Holt's wharf to the local authorities against liability for 

- staff pay-off of approximately £60,000, The property is valued 
at about £900,000 but the wharf is rumning at a loss requiring 
currency remittances of between £8,000 and £9,000 a month. 


Foreign Office please pass to Hong Kong as my telegram Ne.96. 


| Copies passed to Colonial Office for repetition to Hong 
Kong J af 
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rec.eenone BROAD STREET House, 


LONDON WALL I1160. 


2440. 54,OLbD BROAD STREET, 
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Dear Johnston, 


At the teeting of my txecutive Committee yesterday afternoon, 
we went over the first draft which you had so kindly let us have, 
of the proposed Note to the reking Government, 


in general we telt the draft was about right, but there are 
one or two points 1 would lixe to make, viz. 


(1) Yhough we aprreciate the difficulties you are having 
in connection with the opposition on the vart of the 
Governor of Hong song to any indication that H.&eG. 
might be disposed to stop remittances, we nevertheless 
feel that the subject should be mentioned in the Note 
and that Heiietr. Should exrress their own views if they 
possibly can. if not, they could at least pass on to 
the Peking Government the views of the rirms, 

in the attached re-draft of the Note, you will 
see that we have added a sentence on these lines. 


in your opening paragraph we feel that you have referred 
to the least important feature. of paragraph (3) of the 
Chinese statement, i.e. the reference to protection being 
given to sritish companies. it seems to us that the point 
to make here is the n»romise of expeditious and reasonable 
settlements, and in our new draft .we have so amended this 
rhrase. 


whe three british sanks are very anxious that their names 
should be specifically mentioned as having suffered delay 
in their efforts to close their branches, and we have 
inserted a sentence to this effect. 


No doubt you will let us hear again when you have lr. Lamb's 
observations on Hongkong's draft, and 1 hope that at that time we 
will have another opportunity to consider the whole question. meantime 
we do not propose to send Hong Kong the draft enclosed herewith, as 
we think it better to wait until we can study iir. Lamb's views and 
thereafter send Hong Kong a draft agreed between yourselves and 
ourselves. 


you 
VeH Johnston #sq., 


CHINA ASSOCIATION SUGGESTED RE-DRAFT OF FORSIGN OFFICE FIRST DRaF? OF 
\ Te NOTH TC TH PEKING GOVEKNM ANT 
CONF 1 DENTIAL 


Pa 


In the 4th psragraph of M:. Lamb's Note of 19th May 1952 he askod 
the Chinese Government to issue appronriate instructions to tho Dep2rt- 
ments concorned to fecilitate the transfcr, custody or closure of 3B: itish 
firms in China, and in the 3rd paragraph of Vice-Ministcr Cuang H n-fu's 
statement of 5th July it was stated that applications for cxit. pormits 
and the disposal of ontorpriscs would bc oxpcditiously and reasonably 
settled on the merits of cach casc and in accordance with the regulationse 

Hor Majesty's Governmcnt has had its attention drawn by @ mumber of 
the larger British companics, particularly those which have branches in 
sovernl cities in China, or have varying intercsts in the same city, to 
the lack of importsent progress in their cfforts to close during the six 
months which havs clapsed since Mz. Lamb's last Note, in spite of their 
recourse to local suthoritics. Fuxsthermore, the Hon. kong & Si no ued 
Banking Corporation, the Cii:3 tored &8.nk of India, A:stralia & Caina, and 
the Mcoxecantile Bink of India, whose problems are somewhat difforent to 
those of the companies refocrreod to above, have suffcred considerable delay 
and have bcen unable to mxake any cffcoctive progress towards the closure 
of their branches... Lack of progress has beon particularly noticcableo 
in negotiations for the tcrms of rctircment of employccs whose domands 
have in many cases boon widoly diffcrent from cxisting agrcocmonts, or 
from what British merchants understand to be ths regulations of the 
Central Peorles Government. In this connection Her Majosty's Government 
draws the attention of the Cu.ntial Pcecnle's Government to the domands for 
severance pay made to Bi1iiish firms in Muntsing“&: ‘he Contral People's 
Governnent is aware, many BB. ivtisn companies are in the unsatisfactory 
position that they are obliged to obtain remittances from abroad. Hr 
Majesty's Government feel obliged to make it clear to the Conti Psoples 
Government that the Companies concerned inform thom that, [inset as these 
remittances are required for the maintenance of unproductive enter»vrises, 
they cannot be cxpected to continue. cr M: jesty's Government therefore 
ask that the Contral Pcovles Govornment will take the neccessary steps to 
ensure the carrying out of the undertaking given in Mr. Ci' ne Hen Foo's 
Tote of 5th July that these questions will be settled expeditiously and 
reasonably. 


In Hor Majcsty's Government's Note of the 19th Mrx it was stated 


that a number of important B.itish comyanics contemnlate setting up 
s new form of organisation bettcr suited to currcnt conditions. lL 
hes however been impossible to make progress in this natter owing to 
the lack of official response on the part of the Ciuinsse authorities 
to the request subnittc’ bv roprcsentatives of some of these firns 
for an opportunity for full discussion with the appropriate depart- 
ments. Hor Meicestyr's Gor rnnent would be glad to have clarification 


of the attitude of the Chinese Poosles Gorcrnacnt in this mattcr. 
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Mr. John Swire is coming to see me 


soing out to Hong Kong on a snort 


Could I have a very snort note with 
seny relevant pavers showing the present 
vosition sbout « further note to the 
chinese Government on closure of British 
firms in China? 


Re He. Scott 
19th November, 1952 
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Wt.31461/245 220,000 ptt A.& E.W.Ltd. G 


Wt.42772/258 350,000 


(In plain lanmiage) iF 4 105/446) 
" Question Holts Wharf Shanchai fully discusseé=@ett=Seerteetrr 


vesterday when reported no apparent progress implementing our instructions 


Sent by A.H.& Co., Liverpool to "ELUEFUNNEL SHANGHAI" 14-11-52, 


of 17th April that Company should be relieved of all further responsibility 
for Wharf at earliest possible moment FULLSTOP Losses account Wharf three 
years ended June last amount approximately pounds sterling 320000 which 

we have remitted and current position shows no improvement FULLSTOP These 
remittances clearly cannot continue and Board resolved instruct you 

arrange transfer Holts Wharf -hanchai to appropriate authority Peoples 
Government arainst their acceptance all staff and other liabilities 
attaching Holts Wharf “hanghai FULLSTOP Act accordingly and telegraph 
immediately when accomplished 


ODYSSEY" 


Sent by A.H.& Co., Liverpool to "TEMSZLOAF HONG KONG" 14-11-52, 


(In code) 

" Referring to your telegram No.61 Hong Kong to London we have 
telegraphed to Shanghai substantially as recommended but you must make it 
quite clear Carey remittance will stop at the end of the year but are 
willing to include New Year bonus but not severing pay STOP in order to 
ensure our decision known Shanghai we suggest Carey telegraphs demand 
an explanation of words QUOTE cannot continue ENDS whenever he thinks 
appropriate but our opinion is immediately after our instructions are 


presented. 


— 
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NOTE FOR MR. R.H. SCOTT'S MEETING 
WITH MR. JOHN SWIRE ON 2ist NOV. 


The general position in the withdrawal of British firms 
and the possibility of presenting a further note to the 
Chinese Government is given in Mr. McKenzie's minute of the 
(th November. 


Oe Vr. Swire was in the chair at a meeting of the China 
Association on the 18th November during which the Association 
discussed the first draft of the proposed Note on British 
firms which we had given them. This represents little more 
than a revision of the Hong Kong draft (telegraphed by 

Sir A. Morse on the lith November: -/402) based mainly on the 
comments which the China Association had sent us. There is, 
however, one importeont point on which we disagree with the 
China Associstion and Sir A. Morse, and two others on which 
we would vrobably wish to reserve our position until we have 
Mr. Lamb's comments. on the draft which we are awaiting. 


(a) Remittance control. The China Association feel that 
the subject of remittance control should be mentioned in the 
Note, and also that Her Majesty's Government should express 
their own views if they possibly can. The latter is probably 
not feasiodle even if it were desirable. The Governor of 
Hons; Kong has reiterated the view (+408) which he originally 
expressed in March this year that he is not in favour of 
introducing in Hong Kong a license system for remittances to 
China, and he is strongly suvported by the Colonial Office. 
The Colonial Office and the Bank of England have agreed fthat 
a working party shall examine the position of Hong Kong it 
would be very difficult to persuade them to accent any 
modification before that examination. 


It might, however, be possible to insert a reference 
(as the China Association suggest in their suggested redraft 
of the Note) to the fact that the firms have informed 
Her Majesty's Government that they cannot be expected to 
continue remittances to China for the maintenance of 
unproductive enterprises. This would not lay Her Majesty's 
Government under any obligation to stop remittances, although 
here again the Governor of Hong Kong would not like Her 
fajesty!s Government to associate itself with such a statement 
by the firms, lest it should give the impression that it 
would be followed by official control by Her Majesty's 
Government. 


(b) Trade Group. There is some difference of opinion within 
the China Association about the desirability of introducing 
any reference to the proposed trade group in the Note. It 
was referred to in the original Hong Kong draft but it might 
be as well to await Mr. Lamb's comments before expressing 
ourselves with any confidence on this point. In the past we 
have feared that the Chinese might concentrate on the trade 
group to the exclusion of closure in discussions with 
representatives of the firms and thus held up the latter, 
which is our prime objective. 


(c) Reference to individual firms. Mr. Lamb has been in 
favour of referring to individual firms(-/393), whereas the 
firms themselves in Shanghai would prefer their names not to be 
mentioned at present (-394). The three banks, however, have 
asked the China Association to mention their names and there 


/should 


Should be no objection to this. 
leave it to the individual firms 
names should be mentioned; 
Association. 


It is suggested that we should 
to decide whether or not their 
if so they should inform the China 


" 
; 
’ 
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(J.M. Addis) 
2ist November, 1952 


Mr. Scott 


Thank youe Mr Swire called this morning. 
He is off to Hongkong on Monday, till after Christmas. 
He is anxious that we should push on with presentation of 
a Note to the Chinese Government. I said that when we had 
a draft agreed text - agreed by the Hong Kong Chamber 
and by the China Association —- and when we had “r 
Lamb's comnents on it, we would submit it to the S/S. 


lir Swire gave me the attached copies of 
telegrams from Holts about their Shanghai wharf property. 
He said that Holts will definitely stop remitting not 
later than the end of this year. 1 pressed him to say 
what other firms were still remitting ( 4+ had been 
puzzled by the references to remittances in these pp) 
and he said he thought there were a few others. 


We should push on with this. ily Lamb is quite 
right in saying we must not allow the momentum to 


slow down. irs 
= ‘ 


nw a (R.H. Scott) 
China & Korea Dest, clell. 52 
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FROM PEKING TO FOREIGN OFFICE | 


Cypher/OTP DEPARTMENTAL 
DISTRIBUTION 


Mr. Lamb D. 8.15 a.m. 25th November, 


No, 887 1952 
25th November, 1952 Re 11.10 a.m. 25th November, 
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CONFIDENTIAL C IOS / 899 


Addressed to Foreign Office telegram No, 887 of 25th November 
Repeated for information Saving te Tientsin 


Your telegram No. 910. FL\I04\ 3 & 


Union International Cempany deeds. 


I have so infermed the Tientsin manager whe said that 
if called upon te preduce the deeds he would in order te 
cever himself have te telegraph the Lenden Wead Office in 
clear to ask then, 


2. He censulted me as to hew the Lenden effice sheuld 
reply in this case, I said that I had ne ebjectien te their 
replying alse in clear "deeds sent te Embassy Peking". 


3. I sheuld be grateful if the head office ceuld be se 
infermed unless yeu see any ebjectien, 


L. I am repeating this te Her Majesty's Censul General, 
Tientsin, fer the cenfidential infermatien ef the mamager 
after which he sheuld destrey, I suppese, the telegram, 


DISTRIBUTED TO 
China and Kerea Department 
P.U.S.D. Mr Falla 
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Uy CLAS! me 4 
No. 258 


HER 
HES Majesty’s Cl. d'‘A, at Peking 
presents his compliments to H.).P.S.S.F.A. 
and has the honour to transmit to him the under-mentioned 
documents. :cgialiallinidiliesaaaei 


British..Embassy,............. — i / / QS 
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Lith .November, 1982.... 


Reference to previous correspondence 


Description of Enclosure. 


| 
Name and Date. Subject. 


Tientsin letter No. 299 of Closure of British 


30th October, 1952, to Chamber of Commerce at 
Peking. Tientsin. 
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BRITISH CONSULATE-GEIMRSA 


wate eo > 
205 North Liberation Street, 
TIENTSIN (10) 


© 
© 
+ 


50th October, 1952. 


No. 299(5078/18D/21) 
UNCLASSIFIED 


Dear Chancery, 


The British Chamber of Commerce at Tientsin, following 
the suit of the Shanghai Chamber, has decided to end its 
existence on the 3lst October, 1952. It no longer had 


any useful purpose, 
Yours ever, 


MTRKPQITK MORTCTTT ante WRT A 
TIENTSIN CCNSULATS-GENERAL, 


The Chancery, 
British Embassy, 
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No. 261{4250/236/52) . 

WC LASS IF TED 
4ER BES Majesty’s C. d'a. at Peking 
presents his compliments to H.M.P.S. of S. for F.A. 
and has the honour to transmit to him the under-mentioned 
documents. 


wehbe. 


British.. Qabassy.,........4.205 


135th.lowenber, 104..1952. 


Reference to previous correspondence: 


Description of Enclosure. 


] 
Name and Date. Subject. 
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Copy of letter from Application for closure 
Jardine Matheson & Co,, and liquidation, 

Itd., Shanghai to the 
Foreign Affairs Dept., 
Shanghai. 


Copied |to: 
Hong Kong No, 72. 
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Shanghai, 9th September, 1952, 4 


_ . 
Foreign Affairs Departnent, 


Shanghai feople's Governient, 


SHANGUAI 
Dear dirs, 
JARDITE ‘andy WAT VESCI as Gf - CO *9 LTD., 3 MAN e7: AL BRANCH 


AN 


JARDINE ENGINEERING CORPORATION IfD., S'MANGYAI BRANCH 


APPLICATION FOR CLOSURE AND LIQUIDATION, 

1, At an interview you kindly accorded us on 23rd lay 1952 we 
informed you tage ly of our Head Office's decision to close our Shanghai 
Office and we submitted our official application for permission to do so 
to the B&B urea of Industry & Commerce on 9th July 1952. 


Subsequent to ow application we noted with auch interest the 
statenent issued by the Vice-llinister of Foreign Affairs of the Central 
eople's Govermaent that:- 
"In case they (British Companies) wish to wind up 
their business voluntarily, no matter what form of ; 
wind-up they may take, they may apply at the peo- 
ple's government at their respective localities, 
and the competent authorities will deal with each 
case according to its own merits and the resula- 
tions. In the course of winding up, any question | 
that may arise relating to the termination of 7 
services of en ployees and workers, the application 
for exit permit, and the disposal of the enter- 
prises, may be expeditiously and reasonably settled 
on the weibe of each case and in accordance with 
the regulations". 


As we ourselves are most anxious to proceed with our clos — 
we are taking the liberty of putting forward the attached plan in th 
earnest hope that it will be of some assistance to the officials of The 
People's Government who are handling our affairs, and will result in 
an expeditious and equitable settlement for the disposal of our Company's 
interests. 

2. The plan is intended to provide a comprehensive and simple 
solution for all our Shanghai interests and activities. 


In broad outlines the plan is that Jardine, ‘Matheson & Co., Itd., 
Shanghai, transfers to The People's Government or their nominees at the 
earliest possible date to be mutually agreed all Jardine, latheson & Co,, 
{td., and The Jardine Engineering re Mn bso ltd. properties in Shanghai, 
either 


(a) by sale or 
(b) by long term lease or 


(c) by a transfer of properties against local obligations 
and liabilities. 


The conditions of transfer to be a matter of negotiation, but 
the terms of settlement should in any event include provision for sufficie; 
funds being made available as and when required to meet Jardine, ltheson 
& Co,, Itd., and the Jardine Engineering Corporation ltd., Shanghai's loca 
oblinations” and liabilities. 


At the same time Jardine, Ifatheson & Co., Ltd. will undertake 


/ subject 


2 
subject to the prior approval of The Feople's Government to initiate the 
neces sary proceedings for the transfer to the freople's Government nominees 
f the executive control of the three Companies for which they now act as 
General :lanagers or Agents namelys- 


Breweries, itd, 
Cotton ilills, Ltd. 
chai & Nongkew Wharf Co,, Ltd. 


three 


transfer of the control of%- 


. 
> 
Tov ees 1a . 4 T 4 

BWO oreweries ltd. 

Tene ‘+ ak A ; - 

wi vie wAVAY Yon i j Sy itd. 

7 ‘ ~ rela , Le 5 sie °F y ‘+. or. T 4. 
snangnal iOnyrew Mart YOes Ltd. 


Fart 23 


a) « : a 2 & «4. a ~ SA ; at4any + c ry 

lan for closure and liquidation of Jardine, 

~ 7 4. +“ } < rrvy er “~ ; = 4) x 
& CO., feds, Shanghai, and The Jardine Engineering 
sale , AY -q . . | a 
rab LON, ltd., shanghai. 


& proposal for the smooth inplementetion of the plan. 


4. In our official application for closure to the Bureau of 
Industry & Commerce we expressed the wish to submit in due course a further 
memorandum. ilje should therefore be grateful if your Bureau would be kind 
enough to pass them one of the enclosed copies. We are also taking the 
liberty of enclosing a further three copies in case you should wish to 
forward them to other interest ed Government Departments. 


~ 


. 
RS | 


d welcome an opportunity to discuss the plan as a 
any particular aspect of it as soon as the Authorities concerned 
an opportunity to study it, and we would therefore be ees 

ld arrange an interview for us 


? 


FART IL. 
FOR THES TRANSFER OF THE CONTROL OF:- 


EWO BREWERIES, LID. 
Bil0 COTTON WILIS, LTD. 
SHANGHAI & HONGKSW WHARF CO,, ITD, 


L. Under Agreements we act as General ilanagers or Agents 
for the following three Companies$- 


Ewo Breweries, Lid. 
Evo ae : aes Ltd, 
Shangha Hongkew Wharf Co., itd. 


Memoranda outlining the history, properties and business 


of these three Companies, copies of their latest Balance 


4. 7 


some particulars of the Shareholdings are attached in 


the sinplest way to hand over control of 
rotecting Shareholders' interests, is for the 


Give their approval to Jardine, latheson & Co., ltd., 
resigning as General | danagers or Agents which they 
will do by giving notice to the respective Companies; 


Nominate Chinese Nationals to serve as Directors of 
the three Companies in place of the present Foreign 
Constituted Boards who will resign; and 

Nominate the Chinese Personnel to replace the existing 
Foreign Personnel, 


3. It should be noted that our plan provides for the control 
of the Companies Ro) the normal method of executives acting under the 
direct control of a Board of Directors and does not involve replacing 

s as General Managers. 


FART Il, 


PLAN FOR TIE CLOSURE AND LIQUIDATION CF JARDINE, MATHESON & CO., LID., 
SHANGHAI, AND T ie JARDINE BNGIUIEEROIG CORFO AT LOW. LTD... oS! TANGHAT, 


1. As the Jardine ingincering Corporation, ltd. is a wholly 
owned subsidiary of Jardine, lMatheson & Co,., Lid. we are treating the 
Shanghai Branches of these £10 Companies as one in this plan, 


proposed that on the earliest possible date to be 
mutually agreed Jarai ne, Matheson £: Co., Ltd, and The Jardine Engineering 
Sorpepahiin: Ltd., Shanghai, should transfer to The reople's Government or 
their nominees all their land and buildings in Shanghai as specified in 
Appendix D either 


(a) by sale or 
(b) by long term lease or 


(c) by a transfer of land and buildings against 
local obligations and liabilities. 


The conditions of transfer to be a matter of negotiation, but 
the terms of settlement should in any event include provision for sufficient 
funds being nade available as and when required to meet Jardine, Matheson 
<: Cos, itd. and The Jardine Engineoring Corporation, Ltd., Shanghai 's 
jocal obligations and liabilities as specified in Appendix F. 


3. A conservative valuation of our Jardine, Matheson & Co., ltd. 
and Jardine Engineering Corporation, ltd. land, buildings and fixtures, as 
specified in Appendix D, amounts to JMP.66,000,000,000.- These figures are 
based on a recent Shanghai Realty Guild Association valuation of our prin- 
cipal Bund and Peking Road land and buildings. 


llost of our buildings are under lease contracts and the rental 
schedule is shown in Appendix E. Based on our August figures, the present 
annual income from these buildings, after deduction of land tax, amounts 
to approximately JIMP.4,400,000,000. 


4. The obligations and liabilities to be met from the proceeds 
of the transfer of our land and mildings include:- 


(a) the pay off of Jardine, Matheson & Co., Ltd. and 
The Jardine Engineering Corporation, Itd.'s staff and 
workers (Union Members). We have a labour /Capital 
Agreement dated February 7th 1950 (eee Appendix D 
attached) ; 


The settlement of claims against Jardine, Matheson 
& Co., Lid. and The Jardine Engineering Corporation, 
Itd., Shanghai, as per list in Appendix F, inclu- 
ding any claims that may be made prior to the date 
of transfer and within the time limit stipulated 

by the People's Government for the filing of claims 
against Jardine, Matheson & Co,, Itd. and The Jar- 
dine Engineering Corporation, ltd., Shanghai. 


after the agreed date of transfer, all expenses 
involved in the closure and liquidation proceedings 
including the emoluments of any Chinese, Union or 
Non-Union staff and workers, required to assist in 
the winding up formalities. 


All foreign staff commitments would be the responsibility of 
Jardine, Matheson & Co,, itd. and The Jardine Engineering Corporation, ltd. 


Fas ee 


5. A list of our Obligations and Liabilities is shown in 
Appendix If, 


hile it is impossible to estimate accurately at this stage 
what the liabilities under the headings of ‘Contingent', ‘Under Dispute' 
and ‘Unknown! will amount to, we have allowed the sum of JIP,3,500,000,000 for 
these items. The final figure may be considerably less, On this basis our 
total liabilities and obligations should be in the region of JiMP10,000,000,000, 
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FORSIGN STArFT, 


be required for the process c OS own and liquidating our Companies, 
and we would therefore .apprecji she assistance of The Feople's Government 


— 


foreiscn staff will not 
| 


in granting the necessary facilities for their departure from China. 


ile would appreciate an arrangement whereby those of the Voreign 
Staff who will be remaining until liquidation and closyre are finally 
completed, should be allowed to retain the use of the Tubtite, Llatheson 
& Co,, ltd, houses they are using until they leave Shatighai. 


J PART III. 


A PROPOSAL FOR THE SMOOTH IiPLSMENTATION OF THE PLAN, 


= order vo expedite Boean 0 0, ages ete the subsequent implemen- 


el ae ‘taportant to warra nt the "Weer *s Governnent 
ils who could act as a link between ourselves, our associated 
es and the various Government bureaus concerned. 


de would therefore greatly appreciate the appointment of such 
at an early date and we would give them every possible facility. 


——- 


I 


No. (31/2/169/52) 


Ginn Majesty’s acting C.G. at Shanghai 
presents his compliments toChina « Korea Dept., F.0O. 
and has the honour to transmit temimmm the under-mentioned 
documents. 
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a Reference to previous corresponde “A 


S'hai Tel. No. 267 to F.0O. of 30.9.52. 


Description of Enclosure. 


Name and Date. Subject. 


Copy of letter fran Application for 


Jardine Matheson &« Co., Ltd., |. closure and liquida- 


Shanghai, to the Foreign tion. 


Affairs Dept., Shanghai, 


of 9th September, 1952. | 


34794 28711—1 (8) 
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Colonial Secretariat. 


13th November, 1952, 


7 With the canpliments 


of the Political Adviser, Hong 


Kong. (~, 


bay 


Re H, Scott, Esq., CMG., CBE., 
Foreign Office, 
LONDON, S.W. 1. 
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4 
Your letter (2950/868/82) of 22nd Ostober te Rob Seott 
regarding the diffiqulties experienced by British firms in their 
efforts to wind up their affairs in China, 


I have also been much pussled by the reluctance of hads 


repatriation allownce, ete, This idea has now 


of the subsequent proposal to surrender assets 
liabilities, but while he was working m 


att 


vo CMG, O.BR., 
Britt Iabasay, 


be There is, however, in my view, another possible 
explanation of the reluctance to agree to representations in Peking. 
I put this forward with some hesitation because I an not mre that 
my interpretation is correct, but there appears to me to be a growing 
scepticiam among the Hong Kong group as to the value of the original 
determination to maintain a mited front against Chinese demands, Tf 
had expected that Jardine’s proposal for hand-over schemes in Tiatsin 
and Shanghai would have resulted in considerable indignation amongst 
the other firms who had earlia expressed themselves freely @ the 
subjoct of the B.A.T and China Soap Company's "selling of the pass" , 
as they put it, in this respect. As far as I mow, however, there 
were no recriminations over the Jardine schemes, and I am inclined to 
think that there is an increasing feeling here thet the take-over of 
British enterprises as going concerns by the Chinese authorities, thus 
eliminating the formidable problems of staff pay-off, is about the best 
that ean be hoped for in the circumstances, This may be minly due to 
reaction from the initial and inexplicable optinian that prevailed 
here until about six weeks ago,and it is certainly not yet a definite 
ecgnclusion, although the questiam of maintaining remittances is 
becoming a steadily increasing preoccupation with heads of firms here. 
But if my feeling is right, it would also explain te some extent the 
reluctance to agree to official representations which might have 
result of stiffening the attitude of the 0.%)G, and thus prejudicing 
the chances of making take-over arrangenmts. 


5. All this seems to me to provide Bo galhtgon my way it 
would be most desirable for you to extend any 


Tientsin and Shanghai in the near future Poy, Ganag dla ry fe 

stock-taking of the position and a frank first-hand exchange of view 
would in my view be very valuable at this stage of events. I am sure 
Tee eee re ee ee eer 


that view and I need, I think, hawily add that fran the Hong Keng 
Government's point of view a visit from you would be most welcome and 
timely. 


6. ZI am sending a eopy of this letter te Rob Seott. 


(@. % Aldington) 


Copied tes 


a te os 


LONDON, 3.%. 1, 
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TO THE SECRETARY OF STATE FOR THE cotapen 


FROM HONG KONG {Sir A. Grantham) 


Simplex. D. Sth November, 1952. 
R. 5th ” 14.15 hrs. 


CONFIDENTIAL. 
No. 10038. 


Addressed to S&S. of 8. 
Repeated to Peking No. 155.(S. of S. please pass). 


va 


F 
Your telegram No. 1214.—"_—-- (© 'SO™) o4 


British Business in China. 


Following for Foreign Office from Aldington, 
Begins. 


IT. Bumstead and I have now had two meetings with 
Hong Kong managers who have, as a result, embodied their 
views in a telegram which is being sent today to the 
China Association. I have sent copy sf this telegram to 
Her Majesty's Charge d'Affaires Peking by today's bag; copy 
can of course, be obtained in London from the China 
Association. 


Qe In brief, Hong Kong group now agree that ther 
representations to C.P.G. are desirable, but do tly Amoa 
proposals in paragraph 3 of Peking telegram No. 817 since, 
apart from the banks, most firms which have applied for 
permission to close can report some degree of progress, how- 
ever small. Hong Kong group, therefore, suggests that. 
representation should concentrate upon:- 


(a) Need for a clear unified procedure in regard 
to dismissal of staff and closure of business 


(pb) Clarification of C.P.G@'s attitude towards 
proposal to establish a new trade group. 


In the latter connection, the group also suggests that 
note should conclude with a statement that firms concerned 
cannot continue remittances indefinitely, and that 

Her Majesty's Government itself cannot view continuation 
with equanimity. 


Se Local representatives attach much importance to 
latter point, as they feel that cessation of remittances 
will in all probability become necessary before long as the 
only effective means of stirring Chinese authorities into 
action, 


/%- 


4. Bumstead feels, as a result of his discussions 
here, that there is no essential difference of opinion 
between Shanghai and Hong Kong groups, although former 
would obviously be reluctant to see suggestion referred 
to in paragraph 3 above put into actual effect. 


(Copies sent to P.O. for repetition to Peking). 


Copy sent to:- 


Foreign Office - Mr. J, M. Addis 
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HEB Majesty's Consul-Generalaet Shanghai 
presents his compliments to the Foreign Office 
and has the honour to transmit to him the under-mentioned 
documents. 
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BRITISH CONSULATE-GENERAL, 
No, 386 33, Chungshan Road, E.1l, 


(8/8/48/52) Shanghai (0). 
Copied to: 10th November, 1952. 


Foreign Office, 
P/L No,.10l. 


GW. Aldington, Esq., 0.B.E., 
Hongkong. 


RESTRICTED 


Dear Chancery, 


We are attaching a copy in English and 
Chinese of a second letter of protest forwarded 
by a number of British firms to the Tax Affairs 
Bureau, Shanghai, on the subject of the revaluation 
of assets and allowances for depreciation. Identical 
letters were sent to the Director, Bureau of Private 
Enterprises, Central People's Government, Peking, 
and the Director, Foreign Affairs Bureau, Shanghai 
People's Government, Shanghai. 


— Pit i See a ~ po ~~ Se 4 


2. The subject was first raised ir coruary 
last. (Our letter to Chancery No.1s2 (c/8/25/52) 
of the llth June. Your letter to the 
Korea Department No. S/O 391 (2250/157/ 
25th June, and our further ie 

i (8/8/39/52) of the 10th Septemb 


De As you will notice, the first petition 

am oS 386 was signed by thirteen firms. The second has 

| 3 fourteen signatures, the Shanghai Dockyards Ltd. 
and the Shanghai Ice & Cold Storage Co., Ltd, 
having been eliminated and Woodcraft Works, Ltd., 
Shanghai Land Investment Co., Ltd., and Butterfield 
& Swire having been added. 


4, The whole subject was discussed at the last 
(and final) meeting of the British Chamber of Commerce; 
but the question of the advisability of making 
representations through Peking was not raised. 

The position of the foreign firms in this matter 
remains unchanged; but in the second petition 
attention is called to the difficulty manufacturing 
firms are experiencing in submitting quotations to 
Government or izations. Possibly this reference 
to the obstacles placed in the way of smooth 

trading may have some effect. 


Yours ever, 


SHANGHAI CONSULATE-GENERAL. 


The Chancery, 
British Embassy, 


Peking. 


Shanghai, 28th October 1952 


The Directa, 
Tax Affairs Bureau, 
Shanghai People's Government, 
SHANGHAT 


Dear Sir, 


On the 2lst December 1951, a petition signed by 
several foreign companies in Shanghai was submitted to the 
Foreign Affairs Bureau of the People’s Government of Shanghai, 
asking for permission to employ the Measures governing the 
Revaluation of Property and Adjustment of Capital of Private 
Enterprises which were promulgated on the 22nd December 1950. 


Up to the present time, foreign companies have not 
yet been given permission to revalue their assets, which still 
stand in their books at the value and exchange rate of August 
1949, as the problem of Income Tax has come up again, we 
consider it appropriate to approach you again for permission to 


revalue these assets in the seme way as Chinese Companies have 
done, 


We should also like to point out the fact that some 
manufacturing concerns are experiencing difficulties in sub- 
mitting quotations to government organisations for purchases 
of their products because the costings of these products 
include depreciation on estimated figures. Such costings 
tend to show an inflated profit whereas actually this is 
caused mainly by the fact that the capital assets in our 
books are still valued at the August 1949 level. 


We should be very grateful therefore if you would 
kindly give earnest consideration to our request and advise us 5 
in due course whether or not the measures quoted above may be { 
made applicable to foreign firms. 


Yours faithfully, 


Ewo Breweries, Limited. 

Cathay Metal Pressworks, Ltd. 

G.T. Fulford Co., Ltd. 

Culty Dairy Co., Ltd. 

Ewo Cotton Mills, Limited. 
Woodcraft Works, Ltd. 

China Printing & Finishing Co., Ltd. 
Patons & Baldwins, Ltd. 

Major Brothers, Ltd. 

Anglo-French Land Investment Co., Ltd. 
Shanghai Land Investment Co., Ltd. 
Butterfield & Swire. 

Mackenzie & Co., Ltd. 

Liddell Bros. & Co., Ltd. 
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TELEPHONE: CITY 1212 (20 Linas) TELEGRAMS:“WIDESPREAO TELEX, LONDON! 


4 
UNION INTERNATIONAL COMPANY 


Inreply please quote i4, WEST SMITHFIELD, 
LONDON, E.C.1. 


BF "CL, CPC. 


now enclose 


r to our letter 
ctober, 1L13< 


pet ‘mation copy 

receivea from our Wr. Marsnali sin vhicn you will 
no aoubt find sel! ‘-explanatory. e@ woula mention that ALE 
not complying sit his re-uest to send out imm-diately 

oi Attornev as we tirst need to xnow the full details 


terms andi conuitions which are at present veing negotia 


On the 1Lstth November we received tne rollowin 


from our Mir. Marshall at Bh iaih aie 


71 YOUR 65 X2FER OUR LETTER 17TH OCTOBER 
CLAUSE 1 2TO BE FINALISED LAT&R SUBJECT 
TO NEVSPAPHn ADVERTISEMENT 4 CON IDER CAN 
SETTLE SATISFACTORILY EXCEPT THEY WILL 
NOL CUNSIDEA INT&R 4 ‘" 5 TREY AGRSE ¥ 
WILL OFFE&n LUMP SUM NEAT MESTING 7 AG 
BUT NO c sI10OD PROMISED ILL KE iP YOU 
ADVIt ED 


—_~ & Sy oir, 
2djent Servants, 
THE UNION INTEANAYIPPAL COMPANY, LIMIi ED. 


-_ al 
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DUPLICATE THE INTERNATIONAL EXPORT Co., (TIENTSIN) LTD., TIENTSIN 


® 


CTM: RY 27th October 1952. 
NO. 166. 


B. F. C. Lamb, EBSqes 
London. 


Dear Mr. Lamb, DISPOSAL OF PLANT 


You will note from our letter No. 37 to Mr. Calvert that 
a meeting was held on the 24th inst. with Director Chang of 
the FAB. As a result of this meeting we sent you our telegram 
No. 70 reading as follows: 


"IN ORDER TO CLARIFY YOUR 65 PLEASE TELEGRAPH QUOTE WE 
AUTHORISE YOU TO NEGOTIATE DISPOSAL PROPERTY ON BEHALF 
OF INTERNATIONAL EXPORT COMPANY, TIENTSIN UNQUOTE 
AUTHORITY TO SIGN NOT YET REQUIRED" 


and thank you for your reply which complied with our request. 
I added in our telegram that authority for me to sign any 
agreement is not yet required in order to allay any fears you 
might have that agreement has been reached without your know- 
ledge, this stage has not yet been reached and naturally we 
will keep you fully informed of any progress that is made. 


The conversation with Director Chang did bring up the 
question of a Power of Attorney and such a document will be 
required in due course. If our Principals are prepared to 
issue a comprehensive P/A in my favour to dispose of the pro- 
perty on the lines which have already been suggested I feel 
sure a lot of time will be saved in the long run. 


Yours faithfully, 


f A 


[Vana X0 ) 


DUPLICATE THe INTERNATIONAL EXxPoRT Co., (TIENTSIN) LTD... TIENTSIN 


CTM:RY 27th October 1952. 
Noe 166. 


B. F. C. Lamb, &sq.; 
London. 


Dear Wr. Lamb, DISPOSAL OF PLANT 


You wiil note from our letter No. 37 to Mr. Calvert that 
a meetinz was held on the 24th inst. with Director Chang of 
the FAB. As a result of this meeting we sent you our telegram 
No. 70 reading as follows: 


"IN ORDER TO CLARIFY YOUR 65 PLEASE TELEGRAPH QUOTE WE 
AUTHORISE YOU TO NEGOTIATE DISPOSAL PROPERTY ON BUHALF 
OF INIMRNATIONAL EXPORT COMPANY. TIENTSIN UNQUOTE 
AUTHORITY TO SIGN NOT YET RUQUIRED" 


and thank you for your reply which complied with our re ,uest. 
I added in our televram that authority for me to sign any 
agreement is not yet required in order to allay any fears you 
might have that agreement has been reached without your know- 
ledge, this stage has not yet been reached and naturally we 
will keep you fully informed of any progress that is made. 


The conversation with Director Chany did briny up the 
question of a Power of Attorney and such a docunent will be 
required in due course. If our Principals are prepared to 
issue a comprehensive P/A in my favour to dispose of the pro- 
perty on the lines which have already been suggested I feel 
sure a lot of time will be saved in the long run. 


Your's faithfully, 


f A 
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£t a meeting «ith wirector Cnang of the ~A3 yesteraay 
regacading the disposal oi the plant, apart trom 4 general 
conversation, these main items were discussed. 
(1) whe meaning of Lonconts telegrim to me No. 6% and the 
Authorities! contention that this is not clear enough 
authority ior me to conduct negotiations. 


-- 


(2) The Shanghai C. T. claim and why it is incluc 
Lompany's affairs. 


(3) Our outstanaing liabilities. 

With regard to (2) will you kindly advise us orf the 
position at present, also the amount of the claim including 
accrusa interest, ana an answer to the latter part of the 


' 
a 
uestion which we can pass on to the autnorities. 
Yours feitniully, 


(Signed) 4 ive BAROGHAALL. 
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Next Paper 


CONFIDENTIAL 
FROM PEKING TO FOREIGN OFFICE 


Cypher/OTP DEPARTMENTAL DISTRIBUTION 


Mr. Lamb D. 11.21 am. 28th November, 1952 


No, 59) R.- 12.44 pom. 28th-November, 1952 
28th November, 1952 | : 


( UC eB 


CONFIDENTIAL £e\o>! 
Your telegrams Noss 925 and 94h, ¢ /'' 


Following is Canton’s comment: 
[Begins }. 


Parlett is unable to amplify. Presumably reference was 
to large investment Shell has made in Heng Kong with an eye 
to China market and wag, perhaps,a prepes of Shell staff's 
frequent charge that the Company, in wishing te close rather 
than change their line of business [sic] is not cooperating 
with the authorities. Hewever, I suggest too much should not 
be read into what may have been more or less casual remarks, 


[Ends]. 


DISTRIBUTED TO; 
China and Kerea Department 
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No, 2 (2250/287/52). RESTRICTED. 
‘ HER 
FMR Majesty's C. a'A. at Peking, 


resents his compliments to H,M,P,S.S.F.As, FO. 
d has the honour to transmit to him the under-mentioned 


; documents. SS RE ae ee nemet 
_— 
British.. _Embassy,i —- . O s/ ¢ 
REDS © poking, |<. ( (4) ; 
13th November, 1i952.,.............., dOt...... 
Reference to previous correspondence 


‘ Description of Enclosure. 
Name and Date. | Subject. 
Shanghai letter to Closure of British 


Chancery Peking No.3565 | Firms in China. 
(31/2/170/52) of 28th 
October, 1952, 
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‘ BRITISH CONSULATE~GENERAL, 
BY SAFE HAND SHANGHAI . 
Ho. (31/2/1 70/52) 28 October, 1952. 
and 4 copies) 
RESTRICTED 


Dear Chancery, 


Paragraph 4 of our Savingram No. 195 of 18th 
October, 1952, about publicity in connexion with the 
closure of British firms in China. 


Ps 2. You have probably seen it, but we enclose a 
copy for easy reference of an article on conditions in 
Shanghai by Russell Spurr. We think it appeared in the 
"Daily Express" but cannot be sure; the clipping as 
received here gave neither the date nor the paper in Ej 
which it had appeared. 20.4 '2 


de The articl? was discussed at a meeting of the 
British Chamber of Camerce on 24th October, 1952. 
Spurr's despatch caused sume amusement, but quite a lot 
of resentment, though there was no strong expression of 
opinion. It was thought by same that the authorities 
might intensify their monitoring of foreigners’ tele- 
phone conversations with Hong Kong if the article came 
to their notice and was regarded seriously, but there was 
no real general perturbation. The tone of the article 
was deplored and vague hopes expressed that “the Foreign 
Office might do samething about it". We observed that 
such an article would have came to their notice and that 
a hint might well be dropped in the appropriate quarter, 
but that it was unlikely much would came of it. Sensa- 
tionalism was the meat and drink of same of our news- 
papers and we had to pay a price for a free press, 


Yours ever, 


SHANGHAI CONSULATE-GENERAL. 


The Chancery, 
British Enbassy, 


tee on td - ~—— — = — 


WORLD'S 


From Russell Spurr : Hongkong, Sunday 
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Two hundred British business men and their wives are being 
held hostage in Shanghai. They are virtually prisoners of the Red 
Chinese Goverment, They may not leave unless someone is sent to 7 
replace them because they are the trump card in the biggest piece of 
international blackmail the world has ever seen, 


The firms these business men represent have been running at ‘ 
a heavy loss ever since the Communists captured Shanghai three years P 
ago. Crippling taxes and artificial price controls imposed by the : 
Reds have destroyed any chance of making money. 


But the firms have been refused permission to close, They 

have been forced to eapley 200 men where there is scarcely work for j 
ten, Wage bills have been paid only by heavy drafts from head offices ! 
in Hongkong. The firms hoped things would get better, They did not. 

Now the concerns have refused to pay out any more, They can no longer P 
continue to meet such crippling losses. They have announced their i 
intention of withdrawing from China and abandoning investments many 
times more valuable than Abadan and built up over a hundred years, 


But will they be able to withdraw 7 Or, rather, will the 
200 British business men still holding out in Shanghai be allowed to 
pack and go? It is unlikely. 


The Communists hold them personally responsible for their 
firms’ affairs, They wial be threatened with imprisonment as soon 
as their money runs out - as it certainly will in a few weeks’ time, 
The last drafts have been sent from Hongkong. 


Here is the story of life in beleagured Shanghai told by 
the Britons themselves, 


ee ee ee 


The phone rings each evening at seven, and each evening the 
routine is the same, The door of the servants’ hall swings slightly 
ajar, a recording apparatus clicks on in the police-controlled exchange. 
Bill and Mary Saith know every word will be overheard, but they manage 
to give and get a little news. 


"That you, Bill 7" It is Smith's business associate, Arthur, 
in Hongkong. There is always anxiety in his voice until Smith answers, 

"Yes, Bill here. Everything's fine, 

"What's the weather like 7" 

"Normal for this time of year" 

A shorthand writer listening beside Arthur records : "No political 

dovdhaaiak to report" 

"Been playing bridge lately?" asks arthur. "I could go to 
a rubber myself tonight", 

"Might be fixing up a game next week. George Jones has been 
taking it up quite seriously, you know", 

The shorthand writer jots down : "No labour trouble at 
present, though possibly next week, eek and Co. apparently having 
difficulties", 


"anything doing your end 7" asks Bill. 
"Nothing much, Jean is still sick and George keeps having 
toothache", 


"He ought to see a dentist" says Bill, and they both laugh. 
It's time to ring off. | 


/Hong Kong 


Page 2e 


» Where a man can still say and think what he likes, 
is only a few hundred miles to the south, It might as well be in 
another world. 


Back in the living roam, Mary Smith is knitting. Bill sits 
beside her and picks up a book. 


"The Korean truce talks are still going on", he whispers as 
he lights his pipe, "and they've bombed Pyongyang again. 


A sullen Chinese houseboy slips into the roa unannounced 
and begins to dust the furniture. 


Faithful old house servants have mostly been ‘retired’ by 
the Communist-controlled Domestic Workers’ Union and replaced by 
slovenly but reliable party members. Their first duty is to report 
all they hear to headquarters, 


It is only in the bathroam that Bill may be able to say 
what he really thinks of the Red regime. 


But women need not be so guarded, There is nothing wrong 
in discussing the cost of living. Everyone knows Shanghai is 
denuded of luxuries because "the Anglo-American imperialists insist 
on strangling China's foreign trade". 


The great gleaming shops which once bulged with the world's 
choicest goods are almost empty. A few British-owned textile mills 
turn out enough cotton goods to keep everyone in shirts, and a growing 
volume of Japanese manufactures is being amuggled in through Tientsin. 
But nylons, lingerie and make-up are almost unobtainable. 


A good pair of shoes costs £18. A shoddy winter coat is a 
bargain at £43. Bill's rasor blades are 5s.6d. each - when he can 
get them. 


There is very little escape from the tense atmosphere of 
Spying and suspicion. Secret service agents follow Mary when she 
goes to market. 


Bill has to emply the same number of people as in the bom 
days when the Reds marched in. Wo one can be sacked, So they spend 
the day lolling about desks, playing cards and. listening to lectures 
on germ warfare and Western "atrocities" in Korea. 


There will be no more pay cheques now, The firm will run 
on its own momentum for about eight weeks. Then it will crash. 


Red ink rings the date on Bill's desk calendar. He calls 
it D Day. As it approaches lines furrow Mary's face. Soon, perhaps, 
that evening phone call from their friend Arthur in Hongkong will go 

, . 
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No. S/O 720 (2250/272/52). 
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TO: China & Korea Department, 
Foreign Office, 
London, S.Wele 


With compliments of Chancery. 
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BRITISH CONSULATE GENERAL. 
203 North Liberation Street. 
Tientsin (10). 


22nd October, 1952. 
RESTRICTED 
No. 286(5030/34A/51). 


Dear Crowe, 


On the subject of a “reasonable and expeditious settle- 
ment” of any question affecting the disposal of the enterprises 
of British firms in liquidation, as promised by the Central 
People’s Government, I have remarked before on the difficulties 
experienced by local British firms and residents in disposing in 
any satisfactory way of their real property holdings. 


MS} jew. Mackenzie & Co.Ltd., who wish to sell their plant, make 
‘no headway. H.V. Bridge, who wishes to sell the Court hotel and 
thought earlier on that he could obtain foreign exchange for it, 
is in the doldrums. The experience of the Imperial Chemical In- 
dustries (China) Ltd., who wish to sell a piece of their property 
at Tientsin, is of interest to record, The company owns 12,234 
municipal mow of land on the east bank of the river, with three 


godowns and some sheds and living quarters built on the land. The 
title deeds are certificates of ownership, and these together with 
earlier deeds of lease issued by the authorities of the former 
Russian Concession, have been submitted to the local Land Adminis- 
tration Department for registration. For the past year or so one 
of the godowns and a part of the living quarters have been leased 
to and used by the China Food Company. About four months ago the 
Food Company heard that the Imperial Chemical Industries were li- 
quidating and they became very keen to negotiate a purchase of the 
whole property, offering if necessary to enter into a prior agree- 
ment enabling them to move in as the Imperial Chemical Industries 
could liquidate their remaining stocks and move out. They were 
very ready to help in obtaining any necessary permission from the 
government for the Imperial Chemical Industries to sell. When 
about a month later McBain of the Imperial Chemical Industries had 
secured the consent of his Shanghai office to the proposed negotis 
tions, he found that the Food Company had meanwhile cooled off con 
siderably, and were no longer prepared to help him in any way to 
arrange the sale, although they were still willing to buy. McBain 
applied to the Foreign Affairs Bureau for permission to sell in 
principle without having fixed any terms, and was told that he 
could discuss terms but would have to get the Bureau's approval 
of them. On his subsequently approaching the Food Company again 
he was blankly informed by them that they were not interested. 
The volte-face of the Food Company in so short a time is so re- 
markable that one cannot but deduce that instructions have been 
issued by higher authority (probably of general application) to 
keep off purchases of British property. There seems really little 
inducement 


C.T. Crowe, Esq., 
British Embassy. 
PEKING. 
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inducement to the Chinese to buy such properties particulerly if 
they purpose - and there is now little doubt they do - to obtain 
them for nothing following the British owners’ decision to leave 
China. McBain has sought possible buyers elsewhere, but has found 
no-one interested and possesses therefore a white elephant. It is 
most unlikely that any private concern will want to buy property, 
Owing to lack of funds and weight of taxes. 


36 All sales, lease@, etc., of real property have to be re- 
gistered at the Real Property Exchange office in each ward, The 
Foreign Affairs Bureau must give prior permission for the sale of 
foreign-owned property, and subsequently the Bxchange office will 
in theory assist in finding a buyer if necessary. Purchases, sale 
and leases of property by government departments and State corpo- 
rations must be approved by a central controlling department of 
the government. By this system of control the Chinese authorities 
can easily arrange behind the scenes that no-one shall offer to 
buy British-owned property. 


Le Reports current here, though not based on any open offi- 
cial declaration, are that no British or American property may be 
solid. If this is the case, it would seem to be a ruling of the 
local authorities, for according to my information, property of 
the General Electric Company was recently sold at Shanghai, and 
negotiations for the sale of some British property (Mackenzie & 
Co's) in Hankow have lately been broached. 


mags McBain of the Imperial Chemical Industries after con- 
sulting with and at the desire of his Shanghai office solicits 
the Embassy's consideration of his company’s problem over the 
piece of property above-mentioned. As he cannot so far find a 
buyer for the property, he thinks it is a difficult case to quote 
to the Chinese Ministry of Foreign Affairs, but he would inquire 
whether the Embassy could request an assurance from the Central 
Government that a British firm in liquidation is allowed to sell 
its real property, viz land and buildings, and whether inquiry 
could also be made as to what facilities exist for assisting a 
British owner to sell his property and to find a possible buyer. 


6. McBain has still been given no decision by either the 
Court or the Foreign Affairs Bureau about the payment of rent for 
a piece of the company's leased property, a question to which I 
referred in paragraph 2 of my letter No.257 of i] 13th September 


T - 


Yours ever, t 


(E.W. Jeffery) ° 
H.M. Consul-General.. 
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COPY. BRITISH CONSULATE GENERAL, 


| 203 North Liberation Street 
CONFIDENTIAL. Tientsin. 
No. 287 (5032/3A5/5). 


eeond October, 1952, 


Dear Crowe, : Kc Nos/4 oO 


With reference to paragraph 4 of my letter No.280 of 
the 16th October, Kidd of Jardine Matheson & Company at 
Tientsin has haddiscussions with the director of the Foreign 
Affairs Bureau who agrees in principle with his offer to sur- 
render all the company's local assets against remission of 
its liabilities. The details of the transaction have not yet 
been warked out and settled. Kidd has asked his Shanghai 
Office for permission to go ahead, and as that office is 
negotiating a similar transaction, he expects to receive it. 


Re Kidd estimated that his assets exceeded his liabilities 
in value by over ¥10,000,000,000, and he inquired whether the 
balance would be paid him in cash. The director refused (not 
surprisingly) to consider it, and said that the precedents of 
the Yee Tsoong Tobacco Company and the Astor House hotel 
Should be followed, which amounted to a straight exchange of 
assets against liabilities. The director ruled out Kidd's 
claims for about ¥25,000,000,000 against the former K.M.T. 
government for the Nanchang power station and various other 
supplies, saying that these were affairs of the Shanghai 
office of the company. He required that the company continue 
to be responsible locally for two unfinished contracts or, 
alternatively, that the company find a guarantor in China to 
be responsible. Kidd thinks that the company will have to 
find means of completing these contracts one of which involves 

the supply of boiler valves etc. (in value about U.S.$5,000), 
which he now hopes may be obtainable in France, 


De The company's liabilities at Tientsin include: 
(a) pay-off of staff and workers. 


(b) claims in court by government corporations for 
compensation on an egg-contract sterling deposit, 
and for short delivery of wire rods. .e 


(c) claim by the ex-compradore for about ¥11,000,000,000 
as refund of his earlier deposit of C.N.C. $150,000. 
With the compradore's approval, Jardines have long 
held H.K.$55,000 in Hong Kong at his disposal in 
refund of this deposit. He came apparently in 
great abashment, to see Lacey of Jardines just 
before the latter's recent departure, and explained 
confidentially that his claim was not his doing 


but was made by him under pressure from the Foreign 
Affairs Bureau. 


The above liabilities will of course all vanish when the 
trading corporation, or whoever it is, takes over Jardines 
buildings and godowns and re-engages the staff. Jardines 
lose their assets, but they see no further real value in 
them, and they have wisely decided to cut their losses 
rather than continue in an untenable position and be forced 
to bring in sterling. | 


Yours ever, 


(Sed) E.WeJeffery. 
Consul General, 


C. T. Crowe, Esa., 
British Embassy, 
Peking. 
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CHINA ASS CIATION BA 


Tecernone BROAD STREET House. 


LONDON WALL 1160. 


2440. 54, OL_p Broab STREET. 
TELEGRAPHIC ADDRESS LONDON E C 2 


DOLMIR LONDON 


27th November, 1952 


Dear Johnston, 


the following is a cory of a telegram received 

from Hong Kong yesterday :- = 
spule 
si eien Soe rae | C2ue 

SeAe Gray from Sir arthur iiorse: Following for vhing” | 
association: We comment as follows on Lamb's draft note 
reference his telegram to Foreign vifice No. 880: pararranh 
a after quotation" deci sion’ ouotation.ends insert pretation 
'a number of :quetation—ends paragraph 4-although we prefer 


| 


our original wording on the subject of remittances we are 
prepared to accept wording proposed by Lamb (stop) Also 
paragraph 4 last ten words appear to us undesirabie (fullstop) 


Referring to uamb's telegram 879 paragraph 4 publicity we agree. 
(Messaye ends) 


Ir ¢ 103] 4 Ls 


I understand that you are now in process of making 
your final draft of the Note to Peking and i am sure you 
will give us an opportunity to see it before its despatch. 


Yours sincerely, 


Uy wihur- 
LeH. Johnston iSq., — 
roreign vifice, . * 

mat. 
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3rd December, 1952. 


P 
Dear Johnston, EciOS/¢2B 
4 ; “s 


Further to my letter of November 27th I now 
enclose a copy of Vollar's letter to me of November 26th 
confirming and amplifying the telegram, a copy of which 
I sent you. There is nothing 1 need add to his remarks, 
which you will realise represent Hong Kong's views and 
have not been discussed by my VYommittee. 


I hear from Price that McKenzie has asked for 
our view regarding the implication in Hong Kong's draft 
that those firms with a number of branches in Yhina were 
experiencing more difficulty than the smaller firms. 


I do not think Hong Kong necessarily meant that 
the firms with branches were experiencing more difficulty 
in relation to the size of their activities, but that, 
because of their size, the difficulties placed in everyone's 
way are greatly multiplied. I think that is a perfectly 
reasonable point of view, and that it should be possible 
for a firm with branches to wind up as a whole instead of, 
as under the Chinese regulations, winding up each branch 
separately and only when that process weg completed soudd “a,, 
the winding up of the head office be commenced. 


It is obviously important that H.M.G. should 
not appear to take any less care of the small firms than 
the big firms - and this Agsociation has a similar 
responsibility - so I suggest the intention could be made 
manifest if that phrase in the re-draft note,which I sent 
you on November 19th, were re-written somewhat on the 
following lines:- 


"Her Majesty's Government has had its attention 
drawn by a number of British companies to the lack 
of important progress in their efforts to close 
during the six months which have elapsed since 
Mr. Lamb's last Note, inspite of their recourse to 
local authorities. this is particularly so in the 


case of companies which have branches in several cities in 
China or have varying interests in the same city. #urthermore, 
the Hongkong & Shanghai Banking Corporationecccccccsee”™ 


Yours sincerely, 


.HeJohnston, Esq., 
oOreign Office, 
§.W.1. 


. C. 1. (CHINA) LTD., 
® HONG KONG. 


26th November, 1952. 


G.E. Mitehell, Esq., 0.B.E., 
The China Association, 
London. 
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Dear Mitchell Aus> _f 
\Vd 


.. , | 
if We received yesterday morning copies of Lamb's telegrams 
No. 879 and 880’ to the Foreig Office, the first containing a commentary 
on our Draft Note, and the second Lamb's own Re-Draft. We have today 
cabled our comments, on which I enlarge below. 


Paragraph 1. 


The implication of Lamb's wording is that the original Note 
of the 19th May stated that all British commercial interests had decided 
to close, which is not correct. We therefore felt that this should be 
qualified so that the wording of the second phrase will be "the decision 
of a number of British commercial interests". 


Paragraph 4 — Remittances. 


We would prefer to see a Lets direct association of H.M.G., 
with ourselves in suggesting that remittances cannot continue indefinitely. 
We have not been successful in convincing Government here that even if a 
formula were found on the lines proposed by us, there would not be an 
adverse reaction against Hong Kong. Aldington, who was present at our 
discussions, made it clear thet there is no information available here as 
to the views of H.M.G. on this point. We believe that Lamb is in fact 
trying to effect a compromise on this point, in that his reference to the 
official attitude of the Central People's Government on the outflow of 
remittances from China provides a somewhat indirect implication that H.M.G. 
would take a similar view. We are prepared to accept Lamb's wording. 


Paragraph } — last Phrase. 


ve presume that Lamb has proposed this reference to China's State 
operated concerns with a view to preventing the C.P.G. from proposing mich 
more extravagant pay-off terms for our employees than they would apply to 
the employees of China's State-operated companies. We gather that one of 
the planks of the Chinese Government is permanent employment, and that they 
would have no such ruling applicable to their ow employees. Unless, therefore, ; 
Lamb has some special reason for incorporating this phrase, we feel that itis @ 
best omitted. 


In the draft as received by us, there are a few minor inaccuracies 


Sc 1 cw LTD. G.E. Mitchell, Esq. - 26/11/52. 


> HONG KONG. 


or obliquities in wording on which we are not commenting, since we have no 
doubt that such will be adequately taken care of in London before despatch. 


We accepted the recommendation in respect of publicity contained 
in paragraph (4) of Lamb's telegram 879 to the Foreign Office, which is in 
line with the views expressed in your letter of the llth November. 


Yours sincerely, 
id. CAPR: 


c.c. Follow Mail 

c.c. GW, Aldington, Esq., 0.B.E., 
c.c. Circulation to Executive. 
HJCsbrp 
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th vecember, 1952 


_ me 


Dear mcKenzie, 


we now understand from the three british Banks that 
they do not wish their names to be mentioned specifically 
in the next message to the Uhinese Government. 


yours Lips 
PeSe i apologise for this further ample of indecision 
and vacillation. 


de woKrenzie, HSqe,MeBele, 
roreign vuffice, 
LONDON, S.Wel 
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WITHDRAWAL OF BRITISH FIRMS FROM CHINA - 


PROPOSED FURTHER NOTE 


The submission below is self-contained, 
but if you should wish to look further into 
the background of the draft note now 
submitted, the following is a guide to the 
papers: 


(A) Hong Kong Chamber of Commerce after 
discussion with Nr. Bumstead 
(FC 1105/l02 =- Flag A). 


China Association redraft 
(FC 1105/407 - Flag B) 


Foreign Office redraft (Flag C) 


China Association redraft 
(FC 1105/4415 - Flag D) 


Peking draft (going back to (A) 
(FC 1105/4133 - Fleg &) 


MARGIN. 


(F) Foreign Office redraft (Flag F). 


IN THIS 


Ze The draft Note has yet to be cleared 
with the China Association and with the 
Board of Trade, Treasury and Colonial 
Office. I thought however that you should 
see it at this stage before we £0 

any further, 
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(J.M. Addis) 


6th December, 1952 
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Withdrawal of British firms from China 


There is now general agreement that further official 
representations should be made in Peking on behalf of the 
British firms who are endeavouring to wind up their affairs 
in China, I attach @ draft Note which, if provisionally 
approved here should be cleared—with” the Treasury, Board 
of Trade and Colonial Office, and with the China Association, 


Ze The main theme of the Note is that the experiences of 
the firms do not accord with the assurances given in the 
statement made on July 5th by the Chinese Vice Minister for 
Foreign Affairs and conveyed ernie to H.M.G. through 
Mr. Lamb, 

fas buen. 
43. There is considerable aifference-of_opinien whether +he 
Nete should contain a threat to end remittances, United 
Kingdom restrictions without similar measures in Hong Kong 
would be useless, and it would be unwise to hint at official 
remittance control until a decision to put it into effect 
if necessary has been taken, The whole question of Hong 
Kong's monetary policy is to be reviewed shortly between 
the Treasury, Colonial Office, Bank of England and ourselves, 
and the Colonial Office cannot be expected to accept any 
modification before that examination, Even a statement 
that the firms have informed H.M.G. that they intend to 
stop remitting could not be included without committing 
H.M.G. to some extent, and, since the firms cannot be relied 
upon to stop remitting even though that is their present 
intention, might be undesirable. ~Perhaps at this stage 
we should merely draw attention to the fact that some 
firms are forced to remit because they are not allowed to 
close, This would provide a peg for any future communica- 
tion on remittances which may become necessary. 


i In H.M.G.'s Note of the 19th May the suggestion was 
made that some of the British companies might establish a 
Trade Mission to maintain contact with the Chinese 
authorities after withdrawal of the British Pirms, « Mr. 
Lamb and the China Association think that a reference to 
this proposal should be made in the present Note, However, 
we have been anxious to avoid committing ourselves too far 
on the Trade Group proposals until withdrawal problems are 
solved, and on one occasion have interfered to prevent the 
firms’ ’ representatives in Shanghai going too far(FC 1105/251). 
The Chinese have shown some willingness to talk about the 
proposed Trade Group, but have appeared to lose interest 
when it has been made clear that such discussion could only 
be in connexion with withdrawal (FC 1105/357). In any 
case it would be difficult to agree to give the Trade 

Group any official flavour while the Korean War continues. 
Reference to the proposal in this Note may therefore be 
thought undesirable on the grounds that it might again 
distract Chinese official attention from the main problem 
of closure, and.if so, the last paragraph of the draft 
should be ommitted. 


/5. The 


5 The most suitable publicity for the Note might be 
provided by a statement in the House of Commons made a 
few days after its delivery. This was the procedure 
adopted with regard to the Note of the 19th May. 


); } } lA 


(J.M. Addis) 
6th December,1952. 


This seems generally on theright lines, & should now be 
cleared with treasury Colonial Uffice and Board of 
Trade. 

Mir Vockburn, Chartered Bank, tells me that in 
his view there may have to be a separate approach about 
the British banks. 1 think he is right. Ne is in 
consultation with the other bankers and will get in touch 
with us later. 

I think that the covering submission ( not the 
Note) should refer to action we could take to bring 
pressure to bear on China - not as an immediate practcal 
possibility, but as souiething in reserve. It could not 
actually be used without considering consequences for 
Hong Kong and Malaya, and indeed consequences in a much 
wider field. The measures that suggest themselves are 
mostly financial. For example, to block sterling would 
be an extremely serious inconvenience to the Chinese (it 
could stop the Ceylon-China deal). Stoponing remittances 
from Malaya is another step. A third step could be 
restrictions on the operations of Chinese banks in 
British territories. It might be necessary to leave 
Hong Kong alone : but restrictions on Chinese communist 
banks in Malaya and Singapore would be a most powerful 
lever. All these things should be examined, with the 
pro's and con's stated. No need to go into great detail 
in the submission to Ministers, but I think they should 
be aware that Chinese communist agencies are operating 
in abig way in British territotfies, and that the 
opportunities for retaliation exist. 


China ang/Kores Depte (RHS ) 6.12.52 
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Open. 


os I have the honour to refer to my Note of the 


Draft. Note 19th May in which I informed Your Excellency of 
the decision of British commercial interests in 
China to close down their existing organisations, 
and to Mr. Huan Hsiang's letter of the 5th July 
transmitting for the information of Her Majesty's 
Government in the United Kingdom the text of 

Your Excellency's statement on the problems of 
British merchants in China. 

Ze In paragraph 3 of that statement Your 
Excellency gave the assurance that if British 
firms wished to wind up their businesses 
voluntarily, in whatever way, they might apply to 
the People's Government in their respective | 
localities, and the competent authorities would 
deal with each case according to its own merits 
and the regulations. The majority of British 
firms operating in China do wish to wind up 

their businesses and have applied to the appropriate 


local authorities accordingly, but though several 
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months have elapsed, most of them have been unable 
to make any appreciable progress. Particular 
difficulties seem to be encountered by companies 
which have branches in several cities or varying 
interests in the same city. 
3. In the same paragraph of Your Excellency's 
statement, you also gave the assurance that in 

the course of winding up the businesses, any 
question that might arise relating to the | 
termination of services of employees and workers, 


/the 


the application for exit permits, and the 


disposal of the enterprises, could be 


expeditiously and reasonably settled on the merit 
of each case and in accordance with the 
regulations, The firms have, however, encountere 
many difficulties in the process of trying to 
wind up their businesses and in particular have 
been presented by their employees and workers 
with demands for settlements which have often 
been unreasonable and exorbitant and in some 
cases have differed widely from the terms of 
existing contracts between the employers and the 
Labour Unions. 

ue In the case of many firms, the consequence of 
their inability to wind up their businesses and 
close down has been that their enterprises in 
China, having ceased to be self-supporting, have 
had to be maintained by means of funds remitted 


from outside. 


5. I am instructed by Her Majesty's Government 


in the United Kingdom to draw the attention of 
the Central People's Government to the present 
situation of the British business houses in China 
and to request that instructions may be given to 
the. appropriate levels of Government to enable th 
firms to wind up their businesses and close down, 
in accordance with the assurances given in Your 


Excellency's statement of the 5th July. 


NOTHING TO BE WRITTEN IN THIS MARGIN. 
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Draft. 


Letter to: 
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FOREIGN OFFICE, S.W.1. 


X December, 1952. 
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ell Treresbs now ecsosdl aabedinas that further 


Mr. Levine, 
Board of Trade, 


c 


propre A 


From Mr. addis. 


Copy to: 


Mr. Serpell, 
Treasury. 


Mr.Ssidebotham, 
Colonial Office. 


Mr. Hoge, 
Bank of England, 
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Hesral ened 
Ne rn 


official representations should be made in Peking 


onvbehalf ef}the British firms who are endeavouring) 


to wind up their affairs in China.) 1 enclose a 


draft Note,._on which we should be grateful for 
pi eo 


your comments and for those of Serpell, Sidebotham - 
and Hogg, to whom this letter is being copied. 

A. The main theme of the Note is that the 
experiences of the firms do not accord with the 
assurances given in fle statement made on July 5th 
by the Chinese Vice Minister for Foreign Affairs 
and conveyed officially to H.M.G through amb. 

3. The China Association cen bree the Note 
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that some firms are forced to remit because they 


are/ 


are not allowed to close down, This would provide 
a peg for any future communication on remittances 
which may become necessary l,t,. . 
4K, In H.M.G.'s Note of the 19th May, the 
suggestion was made that some of the British 
companies might establish a trade mission to 
maintain contact with the Chinese sutenrnishabemas F 
after the withdrawal of the British firms, Sekims 
and the China ispooia ¢ PU that a to 
fyeer pre ad ep should a oe in pete be t Hote. | 
(im sone been anxious “all ¢, thes committing 
ourselves too far on the Trade Group proposals 
until withdrawal problems are solved and, on 
one occasion, have interfered to prevent the 
firms’ representatives in Shanghai.going too far 
(seference Foreign Office telegrams Nos. 621 and 
622 to Peking of July 11th). The Chinese have 
shown some #Mwillingness to talk about the 
proposed Trade Group, but have appeared to lose 
interest when it has been made clear that such 
discussion could only be in connedtion with 
withdrawal (Shanghai telegram No. 182 Saving to 
Peking of September 15th). In any case, it 
would be difficult to give the Trade Group any 


official flavour while the Korean war continues, 

Reference to the proposal in this Bote mex, woel 
ya | 

scerabon e undesirable on the ground 


that it might again distract m7 ial attention 
from the main problem, & In case, 


hineeine hth: ta Scukee decided that the Trade 


Group should be mentioned, we have drafted the 
following paragraph for insertion at the end of 
the Bote 
"In the fourth paragraph of Your 
/Excellency's 
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Excellency's statement, your mexcellency 

also gave an assurance that any British 
companies and manufacturing firms 

operating in China, as well as any 
organisation jointly formed by the 

British companies and manufacturing firms, 
might all approach at any time the private 
and State Trade organisations of China, 
establish contacts with them, and conduct 
specific business negotiations with them, 
This encouraged the hope that the Central 
People's Government would respond favourably 
to the proposal, to which I referred in 
paragraph 3 of my Note of the 19th May, fora 
new form of trading organisation representing 
British companies, to maintain direct 

contact with the appropriate Chinese 
authorities, It was with this intention 
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that representatives of British firms 
applied to the Foreign Affairs Bureau in 


Shanghai. on the 5th and 10th July for an 


SIHL NI 


opportunity for full discussion with the 
appropriate departments of the Central 


People's Government; but, so far as I am 


‘NISUVW 


aware, no result has come of this request and 
no facilities have been granted, I am also 
instructed to draw attention to this state of 
affairs and to request early action to grant 
the necessary facilities, in accomance with 
Your Excellency's assurance," 

suitable publicity for the Note 
might be provided by a statement in the House of 
Commons made a few days after its delivery. This 


was the procedure adopted a regard to the Note 


of May 19th. Lhe hn be prupovll gis 
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} FOREIGN OFFICE, 5.W.1. 


10th December, 1952. 
(FC 1105/30) 


CONFIDENTIAL 


Deer L Cane, 


The British firms who are endeavouring te 
wind up their affaires in China have now agreed 
that further official representations should be 
made in Peking on their behalf. I enclose a 
draft Note, prepared here, on which we should be 
grateful for your comments and for those of 
Serpell, Sidebotham and Hogg, to whom this letter 
is being copied. 


2. The main theme of the Note is that the 
experiences of the firms do not accord with the 
assurances given in the statement made on 5th duly 
by the Chinese Vice Minister for Forei gn Affairs 
and conveyed officially to Her Majesty's 
Government through Lamb. 


3e The China Association would like the Note 
to contain a threat to end remittances. We are 
not in favour of this. United Kingdom 
restrictions without similar measures in Hong 
Kong would be useless, and it would be unwiée to 
hint at official remittance control until a 


/decision 


8S. He Levine, Esq-, 
Board of Trade. 


} FOREIGN OFFICE, 8.W.1. 


’ 10th December, 1952. 
(FC 1105/30) 


IDENTIAL 


ee ee ee 


Deer L Cane, 


The British firms who are endeavouring te 
wind up their affaires in China have now agreed 
that further official representations should be 
made in Peking on their behalf. I enclose ea 
draft Note, prepared here, on which we should be 
grateful for your comments and for those of 
Serpell, Sidebotham and Hogg, to whom this letter 
is being copied. 


2. The main theme of the Note is that the 
experiences of the firms do not accord with the 
assurances given in the statement made on 5th duly 
by the Chinese Vice Minister for Foreign Affairs 
and conveyed officially to Her Majesty's 
Government through Lamb. 


3- The China Association would like the Note 
to contain a threat to end remittances. We are 
not in favour of this. United Kingdom 
restrictions without similar measures in Hong 
Kong would be useless, and it would be unwiée to 
hint at official remittance control until a 


/decision 


8. He Levine, Bede, 
Board of Trade. 
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decision to put it into effect, if necessary, has 
been taken. As the whole question of Hong Kong's 
monetary policy is to be reviewed shortly, it would 
be preferable to await the results of that 
examination. A possible compromise might be to 
include a statement to the effest that the firms 
have informed Her Majesty's Government of their 
intention to stop remitting; but we feel that 
even this would commit Her Majesty's Government 
to an undesirable extent and would also be open 
to the objection that the firms cannot be relied 
upon to stop remitting, even although that is 
their present intention. We think that at this 
stage it is best merely to draw attention to 

the fact that some firms are forced to remit 
because they are not allowed to close down. 

This would provide a peg for any future |. 
sommunication on remittances which may become 
necessary later. 


> 
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us In Her Majesty's Government's Note of the 
19th May, the suggestion was made that some 
of the British companies might establish a trade 


mission to maintain contact with the Chinese 
authorities after the withdrawal of the British 
firms. Lamb and ‘he China Association both 
think that a reference to this proposal should be 
made in the present Note. Again we feel 
constrained to differ, for the following reasons. 
We have been anxious to avoid committing ourselves 
too far on the Trade Group proposals until 
withdrawal problems are solved and, on one 
occasion, have interfered to prevent the firms’ 
representatives in Shanghai going too far 
(Foreign Office telegrams Numbers 621 and 622 

to Peking of 11th July). The Chinese have 
shown some willingness to talk about the 
proposed Trade Group, but have appeared to lose 
interest when it has been made clear that such 
discussion could only be in connexion with 
withdrawal (Shanghai telegram No. 182 Saving to 
Peking of 15th September). In any case, it 
would be difficult to give the Trade Group any 
official flavour while the Korean war continues. 
Referenee to the proeposal in this Note would, 
therefore, in our view, be undesirable on the 
ground that it might again distract official 
attention from the main problem. This is a 
fairly evenly balanced point, and if you and 

the other recipients of this letter felt 
differently, we should be ready to give way. 


/5. In 


5 In case, however, the weight of opinion in 
other Government Departments comes down on the 
side of Lamb and the China Asaociation, and it is 
finally decided that the Trade Group should be 
mentioned, we have drafted the following 
paragraph for insertion at the end of the Note: 


"In the fourth paragraph of Your Excellency's 
statement, Your Excellency also gave an 
assurance that any British companies and 
manufacturing firms operating in China, as 
well as any organisation jointly formed by 
the British companies and manufacturing 
firms, might all approach at any time the 
private and State Trade organisations of 
China, establish contacts with them, and 
conduct specific business m gotiations 
with them. This encouraged the hope that 
the Central People's Government would 
respond favourably to the proposal, to 
which I referred in paragraph 5 of my Note 
of the 19th May, for a new form of trading 
organisation representing British companies, 
to maintain direct contact with the 
appropriate Chinese authorities. It waa 
with this intention that representatives 
of British firms applied to the Foreign 
Affairs Bureau in Shanghai on the 5th 
and 10th July for an opportunity for full 
discussion with the appropriate departments 


fot 


of the Central People 's Government; but, 
so far as I am eware, no result has come 
of this request and no facilities have been 
granted. I am also instructed to draw 
attention to this state of affairs and to 
request early action to grant the necessary 
facilities, in accordance with Your 


Excellency’s assurance". 

6. We suggest that the most suitable publicity 
for the Note would be provided by a statement in 
the House of Commons made a few days after its 
delivery. This was the procedure adopted with 
regard to the Note of 19th May. We should be 
prepared sat a later stage to release the full 
text of the Note for publication, if that should 
appear desirable. The Note has been drafted with 
this in mind. 


(9? 


(J. M. Addis) 
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Draft. 


Letter to: 


Mr.Mitchell, 
China Assocn, 


From: 


Mr, Addis. 


FOREIGN OFFICE, S.W.1. 


December, 1952. 


Thank you for your letters of November 19th 
and 27th and December 5th about the proposed Note 
on withdrawal. I enclose our latest draft, on 
which we should be grateful for your comments, 

We are also reels:  yamaeeide Board of Trade 
and Colonial Office / The main theme of the note 
remains that the experiences of the firms do not 
accord with the assurances given in the statement 

July 5th by the Chinese Vice Minister for 
Foreign Affairs, and the differences from earlier 
drafts are chiefly in the toning down of the 
reference to remittances and in the omission of 
any reference to the Trade Group proposals, 

We have given a great deal of thought to 
the remittance aspect and our conclusion is that 
it is important to avoid making any sort of 
suggestion or threat until a firm decision has 
been taken,both by H,M.G. and the firms, to put 
it into effect if necessary. United Kingdom 
restrictions without similar measures in Hongkong 
would be useless. At this stage, therefore, we 
should prefer merely to draw attention to the 
fact that some firms are forced to remit because 
they are not allowed to close. This would provide 


a peg for any further communication on remittances 


which may be e necess An, 
d 7 My wth LAr eet bs 
We thin no reference should be made to 


the Trade Group proposals, because their history 


seems to show that they distract Chinese official 


attention from the main problem of withdrawal and 


because we are anxious not to commit ourselvestoo 
far on them until the main problem has been solved, 


/You 


You will recall that, on July 9th, after discussion 
with us, you warned the Hondong Committee of the 
danger of withdrawal being delayed while details 
of the Trade Group were worked out. There has 
also been evidence, such as that in Shanghai 
telegram No. 252 of September 15th, that the 
Chinese were willing to talk about the frade 
Group, but lost interest when we made it clear 
that such discussion could only be in connection 
with the closing down of the firms, 

a 1 Nong Suitable publicity for the note 

= =o by a statement in the House of 

Commons made a few days after its delivery, as 


in the case of the note of May 19th. IP w 
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(FC 1105/430) FOREIGN OFFICE, S.We4. 
CONFIDENTIAL 4+ Jmmichale 10th December, 1952. 


Dor Miah, 


Thank you for your letters of the 19th and 27th 
November and the 5th December about the proposed 
Note on withdrawal. I enclose our latest draft¢, 
on which we should be grateful for your conments. 

We are also consulting the Treasury the Board of 
Trade and the Colonial Office, 


The main theme of the note remains that the 
experiences of the firms do not accord with the | 
assurances given in the statement of the 5th July : 
by the Chinese Vice Minister for Foreign Affairs, * ' 
and the differences from earlier drafts are chiefly _ 
in the toning down of the reference to remittances | 
and in the omission of any reference to the Trade | 
Group proposals. : 

\ : 

We heve given a great deal of thought to the 
remittance aspect and our conclusion is that it is 
important to avoid making any sort of suggestion 
or threat until a firm decision has been taken, 
both by Her Majesty's Government and-the firms, to 


/put 


Mitchell, Esq. 
China Association. 


’ sl 


| 


put it into effect if necessary. United Kingdom 
restrictions without similar measures in Hong Kong 
would be useless. At this stage, therefore, we 
should prefer merely to draw attention to the 

fact that some firms are forced to remit because 
they are not allowed to close. This would provide 
a peg for any further commnication on remittances 
which may become necossary. 


We think on the whole that it would be better 
that no reference should be made to the Trade Group 
proposals, because their history seems to show 
that they distract Chinese official attention from 
the main problem of withdrawal and because we are 
anxious ot to commit ourselves too fer on them 
until the main problem has been solved. You will 
recall that, on the 9th July, after discussion 
with us, you warned the Hong Kong Committee of the 
danger of withdrawal being delayed while details 
of the Trade Group were worked out, There has 
also been evidence, such as thet in Shenghai 
telegram No. 252 of the 15th September, that the 
Chinese were wiiling to talk about the Trade 
Group, but lost interest when we made it clear 
thet such discussion could only be in connexion 
with the closing down of the firms. | 


We think that the most suitable publicity 
/tor 


for the note would probably be provided by 

a statement in the House of Commons made a 

few days after its delivery, as in the case of 
the note of the 19th May. At a later stage 

we should be prepared to release the text of the 
Note for publication, if that should appear 


desirable, It has been drafted with that in 
view. 


Your? vancerelay 
(5ge,) 


(JM. Addis) 


I have the honour to refer to my Note 


of the 19th May in which I informed Your 


Excellency of the decision of British commercia 

interests in China to close down their 

existing organisations, and to Mr. Huan Hsiang's 
SO | 

letter ofVduly Sth transmitting for the 

information of H.M.G. in the U.K. the text of 

Your Excellency's statement on the problems 

of British merchants in China, 


2. . In paragraph 3 of that statement Your 


Sxcellency gave the assurence that if British 


MARGIN. 


firms wished to wind up their businesses 
voluntarily, in whatever way, they might apply 


to the People's Government in their respective 


IN THIS 


localities, and the competent authorities 
would deal with each case according to its 
own merits and the regulations. The majority 


of British firms operating in China do wish 
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to wind up their businesses and have applied 
to the appropriate local authorities 
accordingly, but though several months have 


elapsed, most of them have been unable to make 


NOTHING TO 


any appreciable progress. Particular difficul- 
ties seem to be encountered by companies which 
have branches in several cities or varying 
interests inlthe same city. . Pre—three Britt 
banks (The Hong Kong and Shanghai _ Bdénking 
Corporation, the Chartered Bahk of India, 
Australia and China, ard the Mercantile Bank 

of India) are in4 rather different 
position from the other firms but have equally 
been able to make any effective progress tovarw 
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J- In the same paragraph of Your Excellency's 


Statement, you also gave the assurance that in 
the 


(38763) 


the course of winding up the businesses, my 
guestion that might arise relating to the 
termination of services of employees and 
workers, the application for exit permits, and 1 
disposal of the enterprises, could be expeditiou 
and reasonably settled on the merits of each 
case and in accordance with the regulations, 
The firms have, however, encountered many diffiqulties 
in the process.of trying.to wind up their 
businesses and in particular have been presentec 
by their employees and workers with demands for 
settlements which have often been unreasonable 


and exorbitant and in some cases have differed 


MARGIN. 


widely from the terms of existing contracts 
between the employers and the Labour Unions, 


lie In the case of many firms, the consequence 


IN THIS 


of their inability to wind up their businesses 
and close down has been that their enterprises 
in China, having ceased to be self-supporting, 


have had to be maintained by means of funds 


BE WRITTEN 


remitted from outside, 
5. Il am instructed by H.M.G. in the U.K. to 
draw the attention of the Central People's 


Government to the present situation of the Briti 


NOTHING TO 


business houses in China and to nequest that 
instructions may be given to the appropriate 


levels of Government to enable the firms to 


wind up their businesses and close down, in acco 


with the assurances given in Your sxcellency's 


statement of the 5th July. 


Neate 


I have the honour to refer to my Note of the 


19th Way in which I informed Your -acellency of 
the decision of Sritich commercial interests in 
China to close down their exisetins organisations, 
and to Mr. Huan Heieng’e letter of the Sth July 
trenemitting for the information of Her Mejecety‘s 
Goverment in the Jaited Kinedom the text of 
Your xeellency’e statement on the orobleme of 
Sritish merchan:s in China, 

Ze Tu paragraph 3 of that setstemeat Your 
uk@@llenesy cave the assurence thet if Sritieh 
firms wished to wind up their Susineecces 
volui.tarily, in whetever wey, they mirpht avply to 
the People’s Government in their respective 
lovalities, end the competent authorities would 
Geal with eech case according to ite own morite 
emi the reculaticna, The majority of british 
firme ov-erating in China do wish to wind up 


their bueciiecece end heve «plied te the epp oprista: 


local authorities accordingly, but though several 
months have ¢clapeed, most of them have been unable 
to meke any apereeiable procress. Yerticuler 
difficulties seem to be encountered by companies 
which have branches in several cities or varying 
interests in the same city. 
% In the came perecreph of Your Axeellency’s 
etetement, you slse gave the eseureance that in 
the course of winding up the businesses, any 
question thet micht erise relating te the 
termination of services of employees and workers, 
/ the 
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the sppliesation fer exit permits, sand the 

disposel of the enterprises, could be 
expeditiously and reasonably settled om the merits 
of each cace ond in scecordance with the 
regulations, The firme have, however, encountered 
many difficulties in the procese of trying to 
wind up their busineseese and in particuler have 
been presented by their employees end workere 
with dewende for settlements which have often 
been unressonsle sad exorbitent and in some 
cases have differed widely from the terms of 
existine contrsects seteween the employers aud the 
Labour Lnions,. 

ne In the cease of mony firme, the consequence of 
their inability to wind up their businesses and 
close down hese been thut their enterprises in 
China, heving ceased to be self~-cupporting, have 
hed to be maintuined by means of funds romitted 
from outside, 

S I am instructed by her Majceety*s Goverament 
io the United Singdem to draw the atteztion ef 


the Central People’s Covernment to the present 


situetion of the Sr: tish business houses in Chins 
amd to request thet inetructions may be given to 
the aprropriate levele of Ceverum at te enable the 
firme to wind up their businesses und close down, 
in sceordance with the essurances given in Your 
Exeellency’s statement ef the 5th July, 
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(A) Qin Attac™ 17.12.52 


(BY Beard “TYaade (2.12.92 
FC W0S/430 (¢ ip Anoecialin , 8/12/52. 


We have now received all comments on the draft 
Note sent out to the China Association and Government 
Departments concerned, except those of the Treasury. 


References. 


2kenittance Control. .The Executive Committee of the 
China Association are unanimous that the draft Note is 
"just what is wanted at the present time". There is 
some disagreement between the Colonial Office and the 
Board of Trade on remittance control. The Colonial 
(How disposed of.) Office suggest that we should add to our draft a phrase 
to the effect that the continuation of remittances 
causes the firms acute financial embarrassment. The 
Board of Trade, on the other hand, think that any 
reference to the remittances which the firms are having 
to make would be an invitation to the Chinese to think 
that the longer that they stall on allowing firms to 
Close down the more money will be remitted. I incline 
to the Board of Trade view, although I am sure that 
their suggested remedy, i.e. the reference to a declared 
intention of some firms to cease remitting funds, would 
not be acceptable to the firms, I, therefore, think we 
Should leave paragraph 4 as it stands. It does no more 
than state a matter of fact and, since this has been 
endorsed by the China Association and by us, I do not 
think we should alter it. The main objéectee, from our 
point of vtiew,is that the statement could be used as a 
peg for any future communication on remittances which 
may become necessary. 


—— 


| (Ind 3. The Trade Group The China Association and the 
(Action ) ndex.) Colonial Office agree with us that the question of the 
completed.) au Trade Group is better left dormant for the present. The 
Am) »?7| Board of Trade think that the balance of advantage 
| > might be in favour of referring to it, provided that 
13/2/53 | there is no indication that the Group will be Governmen 
! controlled, The Board of Trade reasoning is based, 
Next Paper. partly, on the assumption that Mr. Lamb and the China 
Association favour the inclusion of a reference to the 
/Group 


31401 F.O.P. 


Group. This does not now appear to be justified since 
the China Association have accepted the latest draft, 
and, in a recently received telegram from Peking 

(No. 942 of the 19th December), Mr. Lamb is inclined 
to endorse the view expressed to him by the Shanghai 
representative of the firm that the original proposal 
for the Trade Group is not likely to be acceptable to 
the Chinese Government and that it requires re- 
consideration and modification, I think, therefore, 
it would be best to omit-a21 reference to the Trade 
Group. 


uy. Mr. Bumstead, who saw the papers on his return 
to Shanghai, agrees that the draft as it stands is on 
the right lines. 


De I think, therefore, that we should authorise 
Mr. Lamb to deliver a Note as in our draft, subject 
to a few minor amendments which have been suggested 
by the China Association, The draft has received 
fairly general endorsement and any further modifica- 
tions would mean further delays while the China 
Association (and possibly others) were being consulted 


6. I attach a draft submission. 


J. M. O. Snodgrass. 
22nd December, 1952, 
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The Church House, > ied ee 
ao Great Smith Street, 7 
fae CONFIDENT LAL London, S.W.l. . 
LOI 
HKP 317/300/01 
Your ref: FC 1105/4430 


12th December, 1952. 


awe ATR | Fr 


Thank you for sending me a copy of your letter to Levine 
of the 10th December enclosing a draft note for presentation to 


the Peking Government about the affairs of British firms in 
China. 


2. We have only two comments to make on the draft, which 
otherwise ssems to us to meet the needs of the moment. 


(a) Paragraph 4. The statement seems rather bald without 
some indication that the firms do not like remitting 
funds from outside. We note what you say in para.3 
of your letter to Levine about this question of 
remittances, with which we agree in general, though I 
would not like to express any views as to whether 
the coming review of Hong Kong's monetary policy is 
likely materially to affect tnis issue very much. But 
I should have thought that the paragraph might be 
strengthened by adding, e.g. "a situation which they 
state is causing them acute financial embarrassment" 
if that accurately represents the position. Such a 
statement does not, as I see it, import any threat of 
stopping remittances either by the firms themselves 
or by H.li.Ge, but would be a bare statement of fact. 


(b) We suggest that the wording in paragraph 5 "to wind up 
their businesses and close down" might perhaps be 
reworded to avoid the mixed metaphor which possibly 
may give rise to difficulties in translation. 


/3. 


J. M. ADDIS, ESQ. 


'SV'79 ’ 


Se Like you, we should prefer not to see the 
question of the Trade Group raised at this juncture. 
We feel that to do so would only make the Chinese think 
we attach more importance to the resumption of trade 
than they do. This might encourage them in hanging back 
still more. 


4. We should see no objection to a statement in the 
House of Commons, but should be glad of an opportunity 
to see any statement in draft. 


De I am sending copies of this letter to Levine, 
Serpell and Hogg. 


(J,B,Sidebotham) 


Clo. 
BOARD OF TRADE, 
HORSE GUARDS AVENUE, 
WHITEHALL, S.W.1. 


we. ae-4$2¢h-Decouioony—405Ge 
Dear Addis, | 
d 


C 1105/31 (8) 


You wrote to me on 10th December enclosing a draft 
of a note for Lamb in Peking to deliver to the Central 
Feoples Government. I have no comments on the note, save as 
amendments are required as a result of comments on tre two 
points you raise in your covering letter. 


Le Remittances 


Paragraph & of the note seems to me to invite the Chinese 
to think that the longer they stall on allowing firms to close 
down the more money will be remitted. I should myself therefore 
favour either the deletion of that paragraph altogether or the 
addition of a final sentence on the lines "I am informed indeed 
that the head offices of some of these firms have declared 
their intention to cease remitting funds / in the near future /". 


26 The Trade Group 


I think myself that the balance of advantage is in 
favour of a reference to this proposal, provided that we say 
nothing to indicate that the Group will be Government controlled. 
I think moreover tht we should not miss any opportunity, 
however slight, for helping to establish some direct contact 
between the “old hands" and the C.P.G. Anything which gets 
the trade back to that channel and away from the London Export 


Je M, Addis, Esqe, , /Corporation 
Foreign Office, 

Downing Street, 

Se Vele 


thing for the country. For these reasons, as well as bec 

lamb and the China Association favour the inclusion of a 

to the Trade Group,I should like to sew the paragraph which you 
Sugcest inserted but to substitute for the last 13 lines of it 
the following:- 


Corporation/iiast Berlin channel is in the long run a good 
i. 


"In your ixcellency's statement of July 5th reference 
Was made to the wish of the Central Peoples Government 
that trade between the United Kingdom and China should 
continue to the benefit of both countries. If that 

is still the wish of the C.P.G., as it is of HM.G., 

it is to be supvosed that your sxcellency would welcome 
a discussion with revresentatives of the British 
companies interested in trade with China on the subject 
of the future conduct of trade between the two countries. 
I am instructed therefore to express the hope that the 
applications made on July 5th and 10th to the Foreign 
Affairs Bureau in Shanghai by the small group 
representative of these companies will be granted and 
that the necessary facilities for a discussion between 
them and the avpropriate Departments of the C.P.G. 

will be accorded at an early date." 


The object of that re-draft is of course to Se te 
emphasis from criticism of past obstruction to hopes of 
future reasonableness. 


I am copying this to Serpell, Sidebotham and Hogg. 


Yours sincerely, 


6 AL eee | 


S. H. Levine 


Pls. 
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TELEPHONE BROAD STREET HouSsE, 


LONDON WALL I1160. 


2440. 54, O.p BRoaD STREET, 
TELEGRAPHIC ADDRESS LONDON E Cc 2 


DOLMIR LONDON 


B FP te 
¢ # WF 
Asso 


SSOCIATION. 


17th “ecember, 1952. 


Dear Addis, |F c los [43 (n)| 


= ——— ro 


Thank you very much for your letter of December LO th 
enclosing your latest draft of the Note which it is intended 
to put into the Peking Government. 


This was considered by my Executive Committee 
Meeting yesterday and they are unanimous that this is just 
what is wanted at the present time. they have two quite 
minor suggestions to make. first, that the word "most" 
towards the end of the penultimate sentence of paragraph 2 
might be amended to "many", and second, that the phrase 
"have often been unreasonable" towards the end of paragraph 3 
might be amended to read "often appear to have been un- 
reasonable". 


The first of these suggestions arises from the fact 
that, according to our understanding, it cannot now truthfully 
be said that most of the firms who have applied for closure 
have been unable to make any appreciable progress. 


The second suggestion is intended somewhat to modify 
the tone. There is a feeling in my Committee that it would 
be a mistake to make any statement which might exacerbate Chinge 
intransigeance. 


I have today telegraphed to Hong Kong saying that we 
agree the draft subject to these two alterations, and expressing 
the hope that their Yommittee will concur because we are 
unanimous in feeling that this Note should go in to Feking 
with a minimum of delay. I will let you know as soon as I 
get Hong Kong's reply. 


We understand that Mr. Lamb has been in Shanghai 
recently, and if any advices you have received from him as 
@ consequence of his visit cause you to make ahy substantial 
alterations in the draft, I am sure you wil gain be good 
enough to let us see them. 


ane ay Unt. we 
J.MeAddis, “sq. Le , 


» 


enemies BROAD STREET House, 


LONDON WALL 1160. 


2440. 54,OL_pD BroabD STREET, 
TELEGRAPHIC ADDRESS LONDON E CG 2 


DOLMIR LONDON 


18th December, 1952 


Dear Addis, 


turther to my letter of yesterday 1 have 


just received a telegram from Hong kong to the effect 
that they also agree with your draft note to Peking, 
subject to the amendments i mentioned in my letter. 

we @11 hope that you will now be able to 
get it forward without further delay, and we would like 
to say /how much we appreciate the opportunity you have 


given us for consultation in these matters, 


yours sincerely, 


ttn - 
JeM. addis HSq., mee 
Foreign vifice, | 
LON DON, De We - siege as 
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PATONS & BALDWINS LIMITED 


TELFPHONE DARLINGTON 3504 (6 LINES) TELEGRAMS. BFEHIVF - DARLINGTOD 


DARLINGTON - COUNTY DURHAM : ENGLAND 


10th December, 1952 


C. H. Johnston, Esq., 
Foreign Office, 
Whitehall, 

LONDON, S.W.l. 


lun Rear Secottor 


Further to our telephone conversation we 
would be extremely grateful if the following message could be 
transmitted to F.D.Foster, General Manager, Patons & Baldwins 
Ltd., Shanghai :- 


“A 


WELCOME FABIAN OR CARTER THOUGH INCLINED TO 
BELIEVE THE FORMER WOULD BE MORE EASILY NEGOTIATED 
WITH AUTHORITIES, F6She20P WE SUGGEST TERMS AS 
FOLLOWS 


(1) DATING FROM MONTH IN WHICH MANAGERSHIP 
TRANSFERRED £2500 PER ANNUM PAYABLE IN 
LONDON WHICH FIGURE WE WOULD INCREASE 
RATHER THAN MISS RECRUITING ONE OF THEM. 


IN ADDITION WHATEVER MONTHLY SUM MAY BE 
APPROPRIATE AND POSSIBLE FROM SHANGHAI BRANCH 
FUNDS TOGETHER WITH FREE HOUSING AND TRANSPORT 
SUCH AS YOU YOURSELF RECEIVE. 


ENGAGEMENT FOR TWO YEARS OR UNTIL BRANCH CLOSED 
ON SOME BASIS ACCEPTABLE TO US OR ALTERNATIVELY 
REQUISITIONED WHICHEVER MAY FIRST OCCUR. 


WE WOULD DO UTMOST TO ARRANGE RELIEF AT END OF 
TWO YEARS BUT COULD NOT BE LIABLE FOR OUR 
INABILITY TO REPLACE BY SOME OTHER MANAGER AS 
A RESULT OF CIRCUMSTANCES BEYOND OUR CONTROL. 


C.H.Johnston, Esa. 5 lOth Pecember, 1952 


e 


(5) NOTWITHSTANDING PARAGRAPH 3 SALARY TO CONTINUE 
FOR SO LONG AS APPOINTEE IS HELD RESPONSIBLE 
BY AUTHORITIES AS OUR MANAGER OR PREVENTED FROM 
LEAVING CHINA BY REASONS ARISING OUT OF THIS 
RESPONSIBILITY. 


IF NECESSARY TO JOIN STAFF PRIOR TO TRANSFER OF 
MANAGERSHIP LONDON PAYMENT TO BE HALF THE AMOUNT 
IN PARAGRAPH I FOR SUCH PERIOD. 


THE OBJECTIVE IS TO CONTINUE THE BRANCH IN BEING 
UNTIL SUCH TIME AS IT IS EITHER REQUISITIONED AND 
HENCE LEGAL TITLE RETAINED OR UNTIL A LEASE WHICH 
RETAINS OUR TITLE OR AN DUIRIGHT SALE CAN BE 
ARRANGED. 


APPOINTEE WOULD NEED CLEARLY TO UNDERSTAND THAT 
UNDER NO CIRCUMSTANCES REPEAT NO CIRCUMSTANCES 
WOULD WE REMIT STERLING TO MAINTAIN THE BRANCH 
AND THAT OUR POLICY OVER MANY YEARS HAS PROVIDED 
THE MEANS TO CARRY ON THE BRANCH OUT OF ITS OWN 
RES OURCES . 


MR. CROFT AND YOURSELF WOULD BOTH APPLY FOR EXIT 
PERMITS AND APPOINTEE WOULD CARRY ON WITH CHINESE 
STAFF ONLY. 


IN THE EVENT OF THE APPOINTEE BEING SUCCESSFUL IN 
ARRANGING LEASE OR SALE AS PARAGRAPH 7 TO OUR 
SATISFACTION WE WOULD PAY A BONUS OF £1500, PAYABLE 
LONDON FOLLOWING THE SUCCESSFUL CONCLUSION OF SUCH 
NEGOTIATIONS. 


(11) ON CONCLUSION OF SERVICE A SINGLE PASSAGE TO 
ENGLAND FOR APPOINTEE AND WIFE, 


IF YOU ARE SUCCESSFUL IN ARRANGING APPOINTMENT OF EITHER 
INDIVIDUAL YOU MAY HAND HIM THIS AS HIS TERMS OF REFERENCE 
ADJUSTING PARAGRAPH I LONDON SALARY AS MAY BE NECESSARY IF 
YOU HAVE TO INCREASE SOMEWHAT, PeeéSPFOP YOU HAVE DISCRETION 
UP TO £3000 ABOVE THAT REFER BACK FOR ae 


KENYON" ‘B 


C.H.Johnston, Esq. 10th December, 1952 


e 


Thank you very much indeed for your kindness in 
undertaking to transmit the foregoing, which you will realize 
would have been highly undesirable by mail. 


Yours sincerely, 
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TELE PHONE: CITY 1212 (20 lings) TELEGRAMS:“WIDESPREAD TELEX, LONDON! 


THE 


LINION INTERNATIONAL COMPANY 


LTD. 


Inreply please quote I4, WEST SMITHFIELD, 


RAV/MS LONDON, E.c.f. 


12th December, 1952 


The Under-Secretary of State, 
Foreign Office, 
London, SeWel 


IF 105; 43'3_| 


Sir, Sees 


Over the past months we have kept you fully acquainted 
with the varying forms of pressure exerted by the Chinese 
authorities on our business and personnel in Tientsin. This 
has taken the form of unwarranted and excessive taxation, 
completely unjustifiable labour demands and the bringing 
forward of various claims, all of which have no basis of logic 
or legality. This pressure has continued unabated and our 
efforts to lease or sell the Tientsin factory and freezing 
works to the authorities hava on each occasion, been completely 
rejected. We have tried every possible avenue to co-operate 
but at every turn the authorities have treated such approaches 
with scorn. They have subjected our English personnel to every 
sort of indignity. All these facts are well-known to H.M. 
Charge d'Affaires in Peking, Mr.Leo Lamb, and are also on record 
with you. 


The position had become so desperate in September, 1952 
that we instructed our Manager, Mr.C.T.Marshall, acain 
acproach the Chinese authorities and to try to lease or sell 
our plant. We were once asain met with refusal and were told 
that the only solution to our problems was to hand the 
property and plant over to them. We became increasingly 
concerned at the implied and direct threats to the personal 
safety and freedom of our Manager and as a result of the 
pressure exerted on him we authorised him, very much against 
our will, to enter into negotiations with the Chinese authori- 
ties for the taking over of ovr property and plant in settle- 
ment of the liabilities which, in our opinion, had all been 
deliberately built up against us. . These negotiations 
commenced in October, 1952 and immediately took the form of 


a 


The Under-Secretary of State, 
Foreign Office. 12th December, 1952. 


—Eee,... Ce ————o—— 


the authorities stating their terms and concitions, and no 
amount of argument or reasoning resulted in their amending 
or compromising on any one point. They insist that we 
should hand over our plant to them and sign an agreement 


that we do so voluntarily which we most. certainly would not 
do if we could avoid it. 


We find that we are in such a position that we are 
obliged to comply with their demands, but we wish to put on 
record with Her Majesty's Government that we consider the 
action taken by the Chinese authorities is the ecuivelent 
of their expropriating our property without compensation, 
anc to ask that when the opportunity arises the British 
Government will take action to secure the return of our 
property or fair compensation for it. 


We are, Sir, 
Your obedient Servants, 
THE UNION INTERNATIONAL Nea pb LIMITED. 


tgjinscinarhses 


Director. 
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POREIGN OFFICE, 8,W, 4, 
(PC 1405/33) 29th December, 1952, 


Deas Mire Morale 


-—-—- I enclose a c py of a letter from the 


Union Internatio:ial Sompany about the 
Glosure of their office in Ti-ntsin, 


2. I shall be grateful if you will advise 
how we should reply in acknowledging their 


communication, 
Yous mimaaselly 
( sqd ) : 


(J, M. Addis) 


Miss M, Mocatta, 
Boaré of Trade, 
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The Union 
International 
Co., Ltd., 

14, West Smith- 
field, 

BeCele 


RECEIVED If 
pivis!5e 


21 JAN 1955 


~ ore) 


RY Dif \ 


} FOREIGN OFFICE, S.W.1.7 
~QOUT FILE 


January, 1953. 


Gentlemen, Sy 

In reply.to your letter of the 12th 
December I am directed etc., to inform you that 
due note has been taken bere of your statement 
that, while you have felt obliged to comply 
with the demand to hand over your plant in 
Tientsin to the Chinese authorities and tosign 
an agreement that you are doing so voluntarily, 
you mrertheless cOnsider that the action taken 
by the Chinese sutnorities amounts in effect to 
expropriation of your property without 
compensation, 
Ce Note has also been taken of your request 
that, when the opportunity arises, Her Majesty's 
Government will take action to secure the return 
of your property or fair compensation for it. 
You will, however, readily understand that 
it is not possible for Her Majesty's Government 
to undertake any commitments in respect of 
possible action on your behalf in future 
circumstances. 


Lam, etc., 


SMHS 
24 /, 


FC 1105/433 FOREIGN OFFICE, 


The Secretary, hee 4M. oldie 


-peme 


Sebel. 


22nd January, 1953. 


Sir, 


in reply to your letter of tne i2th December 
I am directed by ur. Secretary Eden to inform you 
that due note has been taxen here of your 
atatenent tout, while you nave felt obliged to 
comply with the demand to nand over your plant in 
tientein t+ the Chinese authorities and to aim 
an arreement that you ace doing so voluntarily, 
you nevertieless considsce that the action taken 
by the Chines: authorities ancunts in effect to 
exprovPiation of your property without 
compenas:tr One 


—> a 


Note has also been taken cf your request that, | 
when the opportunity arises, Her Majesty's 
Government will take action to secure the return 
of your provgerty or fair compensation for it. 
You will, however, readily unéerstarnd that it is 
not possible for lier Majesty's Government to 
undertake any comaltments in respect of possible 
aetion on your behalf ic Suture circumstances. 


I Git, 
Sir 
Your obedient Servant, 


The Unicon International C 
Limited, 
14, “est Gmithfield, 
BeCets 
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FROM PEKING TO FOREIGN OFFICE 


Cypher/OTP DEPARTMENTAL 


Mr, Lamb ‘4a 
Ne, 937 D. 12,42 a.m, 18th December, 1952 
{Mh December, 1952 R, 1% 49a,m, 18th December, 1952 


PRIORITY 
L 


and Saving to 


My immediately preceding telegram, paragraph 3; British firms 
in China, 


Fellowing are peg amendments to the draft note in my telegram 


omen Ke wae Jai 


(a) Paragraph 3. Omit all words after "exorbitant". 
(>) Paragraph 4. Omit 


() Whele ef second sentence (i,e. from words "in view of their 
existing restrictiens" to "out flow of national resources", ) and 


(3)  Werds from "including" te "private cencerns" at end of the 
fourth sentence, 


(c) Paragraph 5. Omit last two sentences and substitute following 
sentence " Ne reply has, however, se far been forthcoming to this suggestien", 
First sentence of paragraph 6 should become third sentence of paragraph 5. 
Paragraph 6 should, aceerdingly, consist ef secend sentence of original 
draft but omitting word "therefore" at the beginning. 

Fereign Office pass Hong Keng as my telegram No, 312. 

[Copies sent to Colenikl Office fer repetition te Hong Keng _7. 
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FROM PEKING TO FOREIGN OFFICE 


Cypher /OTP FOREIGN OFFICE AND 
WHITEHALL DISTRIBUTION 


Mr, J.emb D. 10.27 a.m. 17th December, 1952 


Ne. 936 Re 6,22 p.m. 17th December, 1952 
17th December, 1952 


CONFIDENTIAL , 
one 


Addressed to Foreign Office telegram No. 936 of 


1/th December, y 
Repeated for information toi Hong Kong 


and Saving Ao: Shanghai 


cr 


My telegram No. 880: British firms in China, 


zr 


Local representatives of the principal firms with whom I 
discussed this problem during my recent visit to Shanghai, were 
generally despondent about the prospects of satisfactory settle- 
ment of their concerns, but were less emotional than when I met 
them last March under the strain, risk and humiliation of the 
"anti" campaign. They seem to have resigned themselves to the 
dismal but inevitable conclusion that the Chinese Government so 
far from being ready to assist their closure, is seeking to make 
the process as difficult and as expensive as possible, 


2. In the circumstances they agreed as to the desirability 
of proposed representations and concurred with the terms of my 
tentative draft subject to the following reservations: 


(a) Some demurred at the reference to the existing contract 
announcement of the Labour Unions in the concluding passage of 
paragraph 35 of Letter under reference. 


(b>) The Manager of the Hong Kong and Shanghai Bank voiced 
the opinion of some of those present that there should not be 
undue emphasis regarding the drain on foreign currencies and that 
any sort of threat to stop further remittances from abroad should 
be avoided. Apprehension was also expressed at the consequences 
for foreign personnel if the cessation of such remittances made 
it impossible to meet the Chinese staff wages and maintenance 
costs. However, they accepted paragraph 4 of my draft, though 
some were doubtful about the wisdom of the reference to the 


% / Chinese Government's... 
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CONFIDENTIAL 
Peki ele to F n Office 
oe a 


Chinese Government's financial restrictions and to Chinese 
coucerns in the second and fourth sentences of paragraph 4 
of the draft respectively. 


(c} The representatives of Jardine Matheson and Co, and 
Imperial Chemical Industries speaking on behalf of trading 
(as oppesed to local industry) concerns considered the question 
of the representative of the British trading group should rot 
be given so wuch prominence. The original project in this 
respect needed reconsideration and reyision, so that they were 
not now in a position to discuss concrete proposals in the event 
ef an encom'aging response from the Chinese Government. It was 
therefore better tactics at present fer the purpose to 
concentrate on effectine clesure on the best terms obtainable, 


3.  # The abaeve views though by no means unanimous merit 
consideration. Item (a) is a small point of detail and can 
be readily accepted. Item (b) which generally reflects the views 
in paragraph 2(d) revised October 21st, telegram No. 879; cam 
be met by the omission of what are two relatively unessential © — 
points though the argument regarding foreign remittances seems 
to be strengthened by some such reference to reciprocal practice, 
Item (c) presents a greater problem as it seems to introduce . 
new or at least revised principles in regard tc which however 
we cannot but take into account the views of the interests 
concerned. I am submitting in my immediately following telegram 
amendments to the draft note which would be required to meet the 
above points. 


i. Iwill be reporting by separate telegrams cn the 
discussions regarding their individuel problems with representa- 
tives of the banks, trading houses and recent requisitioned 
concerns. 


Foreign Office please pass Hong Kong as my telegram No. 311. 
[Copy sent to C.0. for transmission to Hong Kong. ] 
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CONFIDENTIAL 


FROM PEKING TO FOREIGN OFFICE 


Cypher/OTP FOREIGN OFFICE AND 
WHITEHALL DISTRIBUTION 


Mr. Lamb 
No. 922 D. &33 a.m. 19th December, 1952 
19th December, 1952. R.10.16 a.m. 19th December, 1952 


CONFIDENT LAL 


Addressed to Foreign Office telegram No. 942 of 19th December 
Repeated for information to Hong Kong Saving. 


‘My telezram No. 936. Cc Woe GRE 


British Firms in China, 


Shanghai representatives have come to the conclusion that 
original proposal for trade group is not likely to be acceptable 
to the Chinese Government, and that it in any case requires 
reconsideration and modification. What they have in minco now is 
a joint organisation of export and import firms only. In this 
idea they are influenced by the consideration that the problems of 
purely trading concerns are materially different from those of 
interests manufacturing or processing articles in China, who can 
cover their expenses in local currency by their output, and who 
have local assets in the form of valuable machinery and factories 
as a potential set off against their liabilities. 


2. The managers of Jardine Matheson and Company and 
I.C.I. are jointly considering in conjunction with their Hong Kong 
office, some tentative proposals along these lines in which only 
themselves, and possibly one or two other firms, would initially 
participate, with the intention of sounding their Chinese contacts 
at an opportune moment. These contacts would appear to have hinted 
that the Chinese Government does not welcome the idea that British 
Merchants should entirely withdraw from China. Though not 
encouraged by previous experience to pin undue hope on such 
indefinite communications, representatives of these two firms feel 
that they ought not to disregard them entirely, lest they 
prejudice prospects of closure on more or less reasonable terms. 
While reconciled to the possibility that they may be faced with 
necessity of sacrificing all their assets in China as the price of 
total withdrawal, they hope circumstances may enableeths. project 
of some representative group organisation to acts an Ariducement 


to the Chinese Government to permit closure of ations 
on reasonable terms. Jt may be possible, for in@gance,asshat as a 


result of their deliberations regarding the new of 
/econonie 


» | CONFIDENTIAL 


Peking telegram Ne. 942 to Foreign Office 
= 2 


economic construction, the Chinese Government may decide 


not to close entirely this channel for trade with western 
nations, 


3. The pesition is unfortunaiely still too vague to 
peruit of detailed comment, but above line of reasen seems 
to me sound and practical. JI share the view of the 
representatives of these two firms that they should beware 
of being manoeuvreé inte committing themselves tee far 
regarding preposals for any form ef representative greups 
before they have satisfactory proef that Chinese Governnent 
will put no impediment in the way of the clesure of existing 


establishments which are, of course, the crux of the whole 
Situation. 


Foreion Office pass to Hong Kong as my Saving telerran 
Ne. 43. 


[Copies sent to Celonial Office for repetition Saving 
te Hong Kong]. 
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FROM CANTON TO FOREIGN OFFICE 


Cypher/OTP by telegraph FOREIGN OFFICE AND 
WHITEHALL DISTRIBUTIO 


Mr. Ceghill De. 7.15 am. 19th December, 1952 


No, 21 Saving 
15th December, 1952 R. 3.40 pom. 19th December, 1952 


CONFIDENTIAL 


Addressed to Peking telegram No. 90 Saving ef 15th December 
Repeated for information Saving to Foreign Office 


British subjects. 


Picture is becoming a little clearer. 1 surmise that the 
authorities prefer to keep the Shell salary cases frem preceeding 
te mediation, As yeu know, Shell staff presented big demands 
which were supperted by cataracts of verbiage preduced at a 

series ef meetings, New the Union is making evertures fer 
cempromise settlement and the Company, mindful ef the hundred 
millien dollars menthly cest ef the Canten effice, may decide 
modified ferm itself, 


2. And, as in eur case huge, and I think, nen-benafide 
demands have been presented, and if Shell settle I shall ne 
deubt be subjected te the greatest pressure te de likewise 
mutatis mutandis. I de net think it advisable te let it be 
knewn that I have full discretien, 


3. Chief puzzle in all this is te guess why the autherities 
are apparently prepared te ge te such treuble in the interest 
ef se few employees, Pessibly this treatment ef fereign 
empleyers is fer pelitical edificatien, Certainly disingenueus- 
ness ceuld ge ne further, Fereigners whe censult the Bureau 
ef Fereign Affairs are urged te centinue discussiens with their 
staffs, but it leeks as if the terms agreed en in backstair 
eenversatiens between efficials and represengatives ef staffs 
will be eventually impesed in fact, if net in fern, 
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(— ‘ji 6 
Dear Sir, FC ios 43g if 


Transfer to Chinese (or closure) of Holt's Wharf, Shanghai. 


On Mr. J.K. Swire's instructions from Hong Kong we give you a 
resume of the position to date in regard to this question, 


On Lith November Alfred Holt & Co., Liverpool, wired to Shanghai 
saying that, as there was no apparent progress in implementing their 
instructions of 17th April that the Company should be relieved of all 
further responsibility for the Wharf at the earliest possible moment, 
and in view of the accumulating losses and cost of maintaining the 
Wharf, they had resolved to instruct Shanghai to arrange for the 
transfer of the Holt's Wharf to an appropriate Authority of the People's 
Government against acceptance of all Staff and other liabilities 
attaching to the Wharf. They added that Shanghai were to make it 
quite clear that no further remittances would be sent in for payment 
of Wharf Staff after the 3lst December, though Holts would be willing 
to include the customary China New Year Bonus in the final remittance, 


Shanghai wrote in to the Foreign Affairs Bureau of the People's 
Government at Shanghai on 15th November in this sense, and again on 
24th November and 3rd December elaborating their previous letter and 
giving further details of the Wharf Staff etc. Shanghai telegraphed 
on 15th December saying that the Foreign Affairs Bureau had formally 
introduced them to an organisation willing to negotiate the take-over 
of the Wharf, and that they were sanguine of an ultimate result. On 

‘16th December they reported some progress, and on 18th December Hong 
Kong telegraphed us saying that there was some hope that the formation 
of a Port Authority to take over the Wharves was gradually emerging 
out of these discussions. 


That is how the position stands to-day. We will keep you posted 
as the negotiations proceed. 


Yours faithfully, 


C.H. Johnston, Esa., Aa et 
Foreign Office, (SA lente 
S.Wel. 
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Tientsin letter No. 305 Appeal by Jardine 
of lOth November, to Matheson against court 
Peking. judgment re wire rods. 
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British Consulate General, 
COPY TIENTSIN (10) 


| lOth November, 1952. 
CONFIDENTIAL Beh 


No. 305 (6024/345/6) 


Dear Crowe, 


with reference to my letter No. 235 of the 12th August 1952 
about an apveal by Kidd of Jardine Matheson & Co., Ltd against a 
judgment concerning short delivery of wire rods, I enclose a 
translation of the judgment of the Supreme Court, which upholds the 
judgment of the Tientsin Court and orders the British company to 
make up the shortage and in addition to pay the godown storage 
charges incurred at Tsingtao. These charges have now reached an ¥ 
appreciable figure, 


Y Kidd still maintains that the judge, either from ignorance 
or bias, has failed to give proper consideration to the terms of 
the c.i.f. contract accepted by the buyer, the China National Import 
mbxport Corporation, I agree with him at least in his objection 
to the Supreme Court Judge's unjudicial and bewraying remark that 
the short delivery was obviously a trick played by the British 
company. There is no evidence at all of such a "trick", and in 
accordance with the normal business procedure under a c.i.f. 
contract, the shipping company (East Asiatic Co., Ltd) handed the 
relevant shipping documents and delivered the cargo cirect to the 
consignee, the Import kxport Corporation. 


Yours ever, 


Sed 4 E . rf . J EFFISRY. 
CONSUL GENERAL, 


C.T. Crowe, Esq., 
British Bmbassy, 
PL KING, 


COPY 


CIVIL CASE JUDG. GUT OF T'S SUPERIOR seOFLe'S COURT, NORTH CHINA BRANCH COURT, 


Ref. 1952 iin Shang (2) No.662. 


APPELLANT : ardine, liatheson & Co,, ltd. 

REPRESENTATIVE: A. Kidd, 355, Race Course toad, Tientsin. 

APPELiS! Ching Nation ial Import 2 Pore © Corporation, Tientsin Branch. 
REPRESENTATIVE: Chang Shan Cheng, 255, Hsin Hwa Road, Tientsin. 


The Appellant, in the case of making up the short delivered goods, 
disagreed with the judgment of the first pr gprs passed by the Tientsin People’ Ss 
Court on July 3l, 1952, submitted an appeal and this Court herein gives the 
following judgments: 


JUDG: ENT. 

Retaining the original judgment passed by the Tientsin People's 
Court that ne Apyosstee should dake up the difference of 3.085 m,. tons of wire 
rods, an additional j. 2nt is passed as follows 


The appellant should, pay the godowm charges for the $.317 m. tons of 
wire rods incurred in Tsingtao. 


according to the contract (c.i.f.) the Appellant (Seller) relinquished 
his resvonsibility for shortage when the shipping documents were in the pogsses- 
sion of the ional ie ee (Buyer). However, there was an additional clause which 
stated "Indemnity for any shortage discovered on arrival shall be the respon- 
sibility of the sellers. This was made by mutual agreement as a remedial 
measure for not having the cargo insured against theft. The Appellant should 
therefore act according to this additional clause and assuic the responsibility 
for shortage. The appellant contended that the Appellee made the elain six 
months after the delivery which was inconsistent with the "on arrival of the 
cargo" stipulation and also invalidated any claim which the Appellant may 
have had against the shipping company, But in actual fact the cargo was 
delivered in three different places and shortages could only be ascertained 
after exaination. It was impossible for the Appellee to find out the shortage 
inmediately after the cargo was delivered. Besides, when the cargo was dis- 
charged at Tsingtao the numbe r of coils of the wire rods exceeded that stated 
in the Invoice and the coils in excess were kept by the East Asiatic Company, 
and not until the Appellee investigated the shortage did the East Asiatic 
Company surrender them, The inconsistency in the number of coils and the 
weight is obviously a trick played by the Appellant before delivery and 
naturally ‘the latt-r could not make any clain against the Shipping Company, 
It is also permissible for the Appellee to give notice of the clain six nonths 
after delivery. The original judgment, wniich ruled that the Appellant should 
make up the difference of 3.035 m, tons to the Appellee and in case no cargo 
is available a refund should be made to the Appellee, is correct. The judgment 
should be retained. Godown charges for the &.317 m. tons in Tsingtao were 
incurred as a result of the inconsistency in the number of coils and weight 
whereby the Hast Asiatic Company stored the excessive portion in the godowns; 
hence the godown charges should be assumed by the Appellant. 


CIVIL COURT 
Concurrently Chief Justice, etc., 


Dated October 24th, 1952. 
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British Consulate General, 
Tientsin (10). 


Restricted lith November 1952 
No 307 (6028/34A/56) 


FL pl0S/ER +c 1105/4 Ol 


vt reference to my letters no 280 of the 16th 
October 1952 and no 287 of the 22nd October about the difficulties 
of British firms in liquidation at Tientsin, the present position 
is briefly as follows. 
Jardine Matheson & Company Ltd 

» the manager, has presented « list of his compeny's 
local assets and liabilities to the Foreign Affairs Bureau, who 
have accepted in principle his offer to exchange the assets against 
the liabilities. The F.A.B. have now rone into consultation with 
the Tientsin Reel Property company, who will anparently be the 
taking-over concern. Kidd has not included motorcars and household 
furniture emong the assets, and has includedc payments under the 
judcement of the Supreme Court (reference my letter no 305 of the 
10th November 1952) among the liabilities. the auestion of his 
completing unfulfilled contrects remains separate. Jardine's leb- 
our union was ordered by some authority unknown to Xidd to sunply 
a list of all its members. These members ere now going round with 
long faces at the prosnect of not receiving the large sums of money 
they claimed from the company. 
General Electric Company of China Ltd. 

. Badie, the manager, left Tientsin off the 7th November efter 
having closec his office. He started the liquidation of his small 
office in Mey iast and has had a fair passage; aoparently he and 
his company were in the good books. However, despite an agreement 
with his staff signed, sealed and delivered and registered at the 
Labour Bureau providing for a pay-off of one month's wages for each 
year of service excluding war years 1942 - 1945, plus three-months' 
wages, vlus New Year bonus, his steff in the end demanded sixz- 
months wages instead of three, claiming (correctly) that this was 
the general practice here. He paid rather than be held up by a 
dispute in the Labour Bureau and the Court. It is most uniikely 
that anyone, not excluding this Consulate General, will escape with 
less than the six-months' discharge payment. 

International Export Company (Tientsin) Ltd. 

Marsha s propos Oo surrender the company's plant (exclud- 
ing motorcars and household furniture) against remission of liabil- 
ities has been accepted in principie by the Foweign Affairs Bureau, 
and the details are under further consideration between him and the 
Chinese authorities. 


Tientsin Anlee Export Compeny Ltd. 
Doering s come to a settlement with his steff union on the 


basis of the pay-off cutlined in paragraph 2 (c) of memo "Br 
enclosed with my letter no 280. Ee has to settle some outstanding 
export business, and he hopes shortly thereafter to receive perm- — 
ission to close end depart. 


Lonprer. & Shanghai Bank, and Chartered Bank. 
e two ban are stuck on e muc as fast as ever. Philp 


of the Chartered Bank is having long disputes with his staff over 
their demands for wage increases. The Finance Control Department 
have indicated cleariy to Rynd of the H. & S. Bank that if the > 
guestion of his frozen U.S.$ balances is satisfactorily settled, 
his other problems of pre-war deposits and discharge payments to 
his staff will be more easily resolved. I understand that the 
question of the U.S.¢$ balances is being considered by the head 
office in Hong Kong. The Chinese authorities want payment of the 
equivalent in sterling , Hong Kong dollars, or some such useful 
foreign currency. I am informed that Yoxall at Shanghai is trying 
to arrange with the Chinese authorities that all commitments and 
liabilities of the Bank's offices at Tientsin and Swatow shall 
become the responsibility of his office. His efforts in this dir- 
ection have so far met with no success. The present indication 
here is that the two banks will be held as hostages indefinitely 
for the payment of their U.S.} balances. 


Dear Crowe, 


C.T. Crowe Esq., 
British Embassy, Peking. 


I.C.I. China Ltd. 


Mc Bain has made no progress in the @ispute over increas- 
ed wages and pay-off with his steff, who show no sign of modifying 
their demands; nor has he had any success in arranging a sale of 
his company’s godowns and land. He has in fact had a further hint 
that the sale of British property is "difficult" (scil., not per- 
mitted). His staff decline to perform thetf office duties for 
remitting to Shanghai any proceeds from his sale of local stocks, 
but actually his Shanghai office does not need the money at present 
and he has not forced the issue. In view of the generel frustret- 
fon he 1s nesting , he has recommended to his Shanghai office that 
he should offer to surrender his assets apainst remission of his 
liabilities to the staff for pay-off. By a normal assessment , the 
value of the essets would well exceed the liabilitiss. Wo reply 
fror Shenrhei has yet been recsived. As a result of the several 
precedents for this solution now set by the Y.T.T. ©9.,1td, Astor 
House hotel, Jardine “fiatheson *% CC., Ltd, and Internationel Export 
C6é., (FSin) Ltd, I think I.C.I. will be forced in the end to follow 
suit, and will find it otherwise extremely difficult to reach an 
expeditious snd reasonable settlement of their lLicunidcation. 

Lidéell Brothers Ltd. 

As reported in my letter no 1L4 of the 23rd May 1952, 
Fraser, the local maneger, sold the company's plant and godowns in 
August 1951 for payment in export cergo of a velue of 599,900. 
after long delay, payment in exvort cargo, mainly hook rugs, beran 
a few months agc. The process of completing fuli payment, However, 
is extremely slow and Liddells have at the moment as many hook rugs 
as they went, and do not seem able to receive other end more 
attractive cargo. 


Mackenzie & Company, Ltd. 
In Septenber 1951, shortly sfter the ssle of Liddells, the 


fnuimal By-Products Corporation approached Turner, manager of Mac- 
kenzies, to inquire whether he was also in the market. He certain- 
ly was and is, snd negotiations for a sale for sterling or export 
cargo were then broachsd. Owing to the three-anti campaign nothing 
further happened until a few weeks ago, when talks were renewed. 
Turner's latest offer is to sell for &160,000 (or the eouivaient in 
export cargo) on the understandine that his staff and any liebilit- 
ies to them are taken over at the same time. The Corporation are 
interested, but say the matter is referred to Peking, and Turner 
cannot stir them into quicker motion. He will not touch hook rugs 
in payment, but seys the Corporation have suiteble cargo for pay- 
ment, as he is at present negotiating, on a commission of 2%, a 
sale of 59 tons of cashmere wool to Hong Kong, sufficient to pay 
for his plant. A few days ago, the company’s plent at Chungking 
was sold for ¥950,000,000, less however than its reel value. His 
Shanghai office is urging him to conclude the sale quicly, for a 
Chinese corporation is trying to lease Liddells and “Mackenzies at 
Hankow, end it is feered that this trend might spoil the chance of 
a sele at Tientsin. A lease for Chinese currency would be value- 
less to Mackenzies. Turner thinks his chance of a sale is good, 
for his plant is as useful and continually running concern, differen 
from the Hogee plant, which is seasonal in its operation and nore 
dependent on the export trade. 


Yours ever, 


ai 


Consul General. 
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Letter No. 355 'Messrs. S. Behr & 
(8/8/47/58) of the | Mathew, Ltd. 

4th November, 1752, 

from British Con- 
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Shanghal to the 

Ghancery, Peking. 
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British Consulate-General, 
33, Chungshan Road, E.1, 
Shanghai (0). 


(8/8/47/S52) 


(& 1 copy) 4th November, 1952. 
Copied to: 


Foreign Office, 
P/L No,100. 


RESTRICTED. 


Dear Chancery, 44 


Your letter to China and Korea Department 
No. 3/0_355 (2250/131/52) of the 6th June, 1952, 
about Messrs. S. Behr & Mathew, Ltd. 


Re The company's representative in China, 
Mr. S. Schiffmann, called on us on the morning 
of the 3rd November and gave us the story of 
developments since May. He has since put this 
in writing and a copy of his report is enclosed 
herein. 


Se The crux of his difficulties is that the 
Foreign Affairs Bureau is endeavouring to force him 
to apply for permission to dispose of the company's 
Henkow properties so as to acquire funds to satisfy 
the demands of the labour at Tsingtao. To date, 
Schiffmann has held out contending that he has no 
authority to sell properties, an argument which 
finds no favour at the Bureau where no law but 
their own demands has any weight. 


4, You will note that Schiffmann is to attend 
at the Bureau again. He hopes to gain a further 
respite by showing them he has telegraphed to his 
principals in a sense setisfactory to the local 
authorities - see the last paragraph of his memo- 
randum. We will report further on the results of 
the interview in due course. 


5. Schiffmann is having a very bad time and 
is in an overwrought state. However, he seems to 
keep his wits about him. His objective in calling 
on us was really, we think, to persuade or lead us 
into making a statement, which he could quote to 
his principals, tht he hed no alternative but to 
submit to duress and to comply with the demands of 
the Chinese Authorities: thet is, to sell the 


/ Hankow... 


The Chancery, 
British Embassy, 
Peking. 


Hankow properties, We made it very clear that, 
sorry as we were for his situation, we could do 
no more than discuss affairs with him. We could 
not and would not proffer definite advice that he 
- or his principals - should follow this or that 
course of action, The responsibility had to be 
his and their's entirely. 


—- yd Ms Sigs 


6, We trust you will approve the line we 


have taken. a 


Yours ever, 


SHANGHAI CONSULATE-GENERAL, 


AASV 


VS ee -_ 


S. BEHR AND MATHEW, LTD. 
(Incorpor ested in England) 


Exporters * Shippers 


Chinese Shell Eggs 
Frozen Eggs and Produce 


255, Peking Road East, : 
Shanghai, November 3, 1952. : 


A. Veitch, Esq. 
H.B.M. Consul at Shanghai. 


Sir, 


Pursuant to my call of this morning, I would 
like to give you, as concisely as possible, a report on 
what transpired since the last Memorandum I hended in to 
you lest summer, 


As I expected, our position in Tsingtau 
deteriorated, and in consequence, I have been, on several 
occasions, summoned to the bureau of Foreign Affairs here. 
On each occasion, I had to endure their usual mode of in- 
terrogation, without their accepting my explanations or 
their indicating to me in what possible way the impasse 
could be solved. In one instance, on the 9th June last 
when I received frantic calls from my representative in 
Tsingtau to ameliorate his hardships, I submitted to the 
Bureau of Foreign Affairs a Memorandum in which I suggested, 
inter alia, for the solving of ow difficulties, either the 
renting out of our Shenghai Cold Store, or an alternative, 
namely, my London Office's preparedness to sell our Hankow 
property. Both these proposals were to be conditional upon 
the lessee or buyer taking over all our liabilities. In 
connection with the envisaged sale of our Hankow factory, 
this was based on a letter from my London Head Office, in 
which they stated they would consider the sale and with the 
proceeds to pay off Shenghai labour and also Tsingtau 
liabilities. With regard to the latter, our London Office's 
opinion is that, since we re-opened our Tsingtau factory to 
work on behalf of the China National Animal By-Products 
Corp., the Tsingtau liabilities are properly not ours but 
that of the Corporation. To the afore-mentioned Memorandum 
the Bureau of Foreign Affairs did not react at all and let 
matters drift for some time. Meanwhile, I had been pressing 
my London Office to relieve me of my duties and responsi- 
bilities which I find too arduous to carry on with. Also, 
because of my letter of appointment which expired last 
December, I was then due for long-leave. It took time 
before I could find a suitable person to take over from 
me. In March last, I found such person, acceptable to 
London, and submitted my application to the competent 
authorities for approval. This coincided however with 
the "3 & 5 Anti-Movements" which were going on in town, 
and therefore no action was taken on same, Since we 
could not afford to continue paying another foreigner's 


/ selary, ... 


Page two. 


salary, and as no early action on my application could 

be envisaged, 1 had to terminate the engagement of my 
proposed replacement, which I did in May last. As time 
passed on, and I almost became desperate in my anxiety 

to hand over the management of my firm in order to be 

able to leave China, I was at last fortunate in per- 
suading another party who: happened to be one of our 

former managers with whom I came to arrangements in 

this respect. My London Office, having agreed to this 
man's engagement, I submitted my application to the 

Bureau of Industry & Commerce for their approval to the 
change of managers. In my application I stressed the 

very important facts concerning my proposed substitute, 
namely, that he was manager before and well-known to our 
employees, to whom he was quite acceptable. Consequently, 
this gentleman was more suitable than any party I could 
haves selected and therefore appeared to be the most satis-~ 
factory solution for all parties concerned. To my appli- 
cation in this respect, which I submitted on the 15th of 
August, I was called about a fortnight later to give further 
explanations and information pertinent to this matter. The 
interrogating official was apparently satisfied with my 
evidence as I was asked to submit our latest Balance Sheet, 
also some forms containing about thirty questions, to be 
filled in by my proposed successor. All of this I submitted 
on the 6th September. I had, then, the impression that this 
application of mine, would be favourably considered, and I 
expected my successor to be approved of in due course, s0 
that he would be able to take over from me without undue 
delay. I was waiting impatiently to hear from the Bureau 
any results, but heard none. Finally, last month, I was 
called by ‘phone to go to the Bureau of Foreign Affairs 
when I was questioned about the state of affairs of our 
business and the prospects for the future. Having had, 

in the meantime, confidential information from my London 
Office that prospects for next season's packing and import- 
ing to U.K. of Chinese frozen egg, were very favourable, 
and encouraged by intimation that our firm would again be 
ean important factor in the joint or pooled negotiation 
going on for an aggregate tonnage of 25,000, I expressed 
my confidence that we would be able to weather the storm 
and that next season my firm would be again able to work 
normally and eliminate all the difficulties with which we 
have been beset through causes beyond our control. Another 
encouraging factor which I stressed would help solve our 
difficulties, was the prospect of our Shanghai Cold Store 
being engaged for storage of perishable goods, such as 
oranges, by the China National Native Products Corporation. 
Negotiations for this business having progressed favourably, 
and almost reached a stage of finality, the prospect seemed 
excellent. Apparently, this information was satisfactory 
to the interrogating official who seemed to be friendly on 
this occasion. I couldn't help feeling, then, that the 
main purpose of the summons was in connection with my 
application for change of managers, of which apparently 
the Bureau of Industry & Commerce was seeking the approval 
or rejection of the Bureau of Foreign Affairs. What made 
me think so, was the fact that one of the questions put to 
me, without trying to give it any importance, was "You 
intend to leave? Why? What do you intend to do after?" 
After replying to this question at length; I was dismissed 
with the remarks: "This is all for today; you can go." 
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Page three. 


On the 24th October, 1 suddenly got a 
telephone call to be at the B.F.A. at 10.30 a.m, to which 
l responded immediately by calling in person. At this 
interview, Tsingtau's position was brought up by the 
official, and I was warned thet I must not drag out or 
delay the solution of those difficulties. I was actually 
not given any opportunity to give explanations, but was 
more confined to listening to what he had to say. All 
this, boiled down to instructions to formlate and submit, 
within two or three days, concrete plans by which I intend 
to solve our difficulties in Tsingtau and save our Tsingtau 
employees and workmen from starvation, for which I, as the 
manager, am held personally responsible. I explained that 
since the compilation of any written text, which has to be 
translated into Chinese, requires some time, I couldn't 
possibly manage such kind of work befare the following 
Friday, 3lst October. He objected to this and said he 
could not weit so long, remarking that it seemed to him 
I was on purpose dragging things on. After finselly promis- 
ing that I would do my very best to expedite this and hand 
it in as soon as possible, I was let off. On Wednesday, 
29th October, 1 received a call, urging me to bring the 
required proposed plans immediately. As they were not 
ready, I promised to send them in on the following day. 

Un Thursday, 30th October, they telephoned again, and 

when I told them that it was just going off, they said 

I had better come along and bring it in person. On the 
counter, where every caller has to register, the clerk was 
apparently informed of our coming, from the fact that 
vpefore taking in our registration form, he asked for the 
letter which he took in, and directed me and my interpreter 
to the waiting-room. After about half an hour, the official 
came down to interview us. His action was, I could notice, 
rather confused; he didn’t ask me any more questions but 
rather lectured me on my insincerity and improper attitude 
which he accused me of taking. He was very dissatisfied 
with my Memorandum, and remarked: "What is this! I ez- 
plicitly asked you to submit concrete plans, by which you 
will be able to solve your problems - a real arr angement 

in which we could assist you - but, instead, you are writing 
some airy nothings (words to this effect) by which no 
solution can be arrived at. This again proves your in- 
sincerity and improper way of thinking and attitude. all 
right, 1 must warn you that the matter is more serious than 
you think and you shouldn't take it too lightly. You can 


go now but I would advise you to think very carefully and 
work out some definite and concrete plans. 


After leaving and somewhat recovering my 
equilibrium, I came to the conclusion that there was some- 
thing very definite in their mind, namely, the taking-over 
of our properties, but they wanted it to happen in such a 
way that it should never be construed as sequestration. 

It appeared clearly to me that they wanted to attain 
these ends from a formal request to proceed from me in 
writing for them to help solve our hopeless difficulties. 
In other words, they want me to ask them to assist in 
finding a buyer for the firm's properties and from the 
proceeds thereof to pay, firstly, @e starving Tsingtau 
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employees and the seasonable labour, This assumption of 
mine soon proved to be correct when on Saturday, lst instant, 
I was again called immediately to appear at the B.F.A. This 
time I was received by two officials who interrogated me by 
turns, and they were taking notes. Of course, they referred 
again to my last Memorandum, remarking: "What do you think, 
we have no jail? Nay, it is not jail, you ere starving your 
employees and workmen, for which you are personally res- 
ponsible; if really life is lost by starvation or other- 
wise, it will have to be a life for a life." 


All my explanation that I am not the owner, 
partner, nor shareholder in the firm, but merely an employee 
working for a living, was brushed aside. During this inter- 
view 1 was called a liar, a cheat, and a loafer. A cheat, 
because when I hired the labour and the employees, I promised 
a wage which I do not pay now. A liar, because I am trying 
by all kinds of meaningless talk to shog the responsibility 
on to someone else. I have played around, they said, with 
the serious matter of the lives of so many people, far too 
long, and they cannot permit it any longer. I am a loafer, 
because in one of my Memorandums I had written that my 
London Office would consider selling the Henkow property, 
out now I’ am saying that I have no authority to sell any- 
thing which doesn't belong to me and which was only entrusted 
to me. In this manner, they said, 1 was repudiating my own 
statement. Consequently, they insisted that I should give 
them, there and then, my definite reply whether I agree to 
sell the Hankow property. They then left the room, giving 
me ten minutes to consider and make up my mind and to reply 
"Yes or No’. I was indeed so disturbed and so distressed 
that I couldn't think one way or the other and had to appeal 
to them to give me time to think the matter over again and 
so I asked them to wait till tomorrow, Tuesday, 4th instant. 
To this they finally agreed and I was dismissed with the 
warning that though they agreed to wait till Tuesday, this 
would be definitely the deadline. I am very much disturbed, 
and the state of my nerves is overwrought to such an extent 
that I really don't know whether - by petitioning the B.F.A. 
in submission to their threats, to assist us in solving 
our difficulties through the forced selling of the Hankow 
property - I should be committing betrayal of the trust 
placed in me by my employers, though this would be an 
action on my part, done under obvious and utter duress. 

On the other hand, if I decide to persist in my attitude 
of rather going to jail than "voluntarily abandoning the 
firm's assets", I can't foresee the final result and 
whether I, who am now 61 years of age, should indeed 
jeopardise my personal safety and risk a total collapse 
of my health, and probably my life, especially as it hes 
run down to such an impoverished condition, directly as 
a result of all these troubles with which the firm has 
been beset and the recoil of them upon myself. At the 
moment, my main object is to acquaint your goodself 
with the grave state of affairs in which a British firm 
finds itself. I also hope this will serve as a certain 
amount of evidence to vindicate my conduct in the eyes 
of my principals, if end when I am so fortunate as to 
be out of China and in London to report in person to my 


My immediate course of action is a telegram 
already despatched today to my London Office as follows:- 
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"POSITION ACCOUNT TSINGTAU EXTREMELY GRAVE MUST 
APPEAL AUTHORITIES ASSIST US SELL HANKOW 
PROPERTY WITH PROCEEDS PaY STARVING TSINGTAU 


EMPLOYEES CANNOT DELAY LONGER TELEGRAPH 
AUTHORIZATION" 


Until I get my London Office's reply, I would rather, 
in the meantime, incur the wrath of the B.F.A. than to 
submit to fear and threats. A duplicate copy of this 


letter is enclosed in case you may need one, 


Very respectfully yours, 
(Signed) S, SCHIFFMANN 


S. Schiffmann 
Manager 


~- 
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Shanghei, 27th October, 1952. 


To the Bureau of Foreign Affairs 


From S. Schiffmann, Manager of S. Behr & Mathew, Ltd. 


tegen . wht! tele 


In compliance with instructions which I 
got from you during my last call, Friday the 24th instant, 
I herewith give you the exact figures of our indebtedness 
at Tsingtao, as submitted to our Shanghai Office by our 
Tsingtao representative in his letter of the 17th instant, 
which are: 


OE es Se 


Salaries and wages JMP 254, 288 ,928.- | 
Business Tax 5,581,600, - 
Rent 82,391,329. - , 
Sundries 5,117 ,460.- . 


JMP 327,379,317.- 


The item of salaries and wages include JMP 57,500,000.- 
véing subsidies to the seasonable workers for being unable 
to work and earn wages; and JMP 53,125,000.- which the 
seasonable workers demand as idle wages which they claim 
they would have earned on 300 tons Frozen Egg which we 
could not undertake to pack. 


Apart from this there is still the cold storage charges 
account to be settled: this according to the calculation 
of our Tsingtao office amount to JMP 362,186,116.-. But 
this total amount of storage charges has now been cancelled 
by the Tsingtao Cold Store, and they are demanding instead 
an aggregate amount of about JMP 4,000 Million. 


As to the working out of a concrete plan 
how 1 am to pay off all these debts, I am sorry to say 
that with the lack of ready cash or any assets which could 
be realized and turned into cash, and the definite advise 
from our Head Office in London that they are unable will 
not remit me any more funds, I am absolutely unable to 
formulate any plans in this matter. If I would attemt 
even to indicate any resources from which I could draw, 
or any date by which I hope to liquidate those debts, I : 
will definitely, under the circumstances in which I find y 
myself, give misleading information which, accarding to | 
my conception, is worse than telling the true facts as I 
see them, however unpalateable they may be. The only 
hope on which I banked and I still have, is the revenue 
from promised storage of oranges in our Shanghai Cold 
Store by the Chinese National Native Products Corporation. 
The moment ywhen the income will start to materialize is 
no more so distant as it has been a few months ago. We 
are in full swing of making all the necessary preparations, 
end expect, according to indications of the Corporation, 
the first arrivals to reach Shanghai about the middle of 
November. If 80, we will be able to collect storage by 
the end of the month of November. I am afraid to give any , 
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figures as to the total monthly income this storage will 
yield. Based however on the storage which we earned in 
January to April of this year (when the capacity of the 
Cold Store, and the number of cases was about half of 

what we are given to understand will be this season), we 
may teke it, even on the conservative side, to be between 
¥40 and #60 Million per month, dependent upon the quantity 
which will be stored. Uniess, of course, the rate of 
storage, which is to be fixed by the Ice & Cold Storage 
Association, will be so low that it will only cover the 
cost of running the cold stare, then of course, all our 
planning and reckoning will be in vain. But assuming that 
our Cold Stare will be fully occupied, and that the storage 
season will last 4 months like last year, we shall have a 
surplus to pay off a big partion of our Tsingtao liabilities. 


Apart from the foregoing expected revenue 
which, we can take as concrete, the China National Animal 
By-Products Corporation owes us still about #311 Million, 
which, if they would not have withhold but paid in time, 
half of our debts wouldn't have had accumulated and been 
outstanding and so pressing today. 


Further, I have information from my Head 
Office in London, which points to the distinct possibility 
that Frozen Kkgg will almost definitely again be exported 
from China next season. I am also led to believe that my 
firm being a pioneer in the China egg packing and export 
trade, will definitely be a negotiating party in the group 
interested in the purchase, and therefore also in the 


packing and import of Chinese eggs and egg products. 


if this business does eventuate (and there 
is no doubt that the export of eggs and egg products being 
a very important branch in the foreign export trade), it 
may be assumed that the People's Government will not only 
Support but foster it. If this will be so, then, I can 
take it for granted that our business will again be normal, 
and in those conditions the factors which contributed to 
the accumulation of our liabilities and debts, will conm- 
pietely disappear and we shall have in the future no more 
such difficulties and complicated problems to face as at 
present. 


In conclusion, I would iike to emphasize 
that giving you any other plans then those on which I base 
all my hopes, would be useless. Also, I don't see any other 
ways and means to solve our problems. I em an old man, physi- 
cally and mentally, completely exhausted and am unable to carry 
on much longer the burden which the duties and responsibilities 
devolve upon me as acting mamager. Therefore, I have resigned 
my position, more than a year ago, and the owners of the firm 
have now approved of a successor who was formerly manager of 
this firm in Shanghai md senior in rank and experience to me, 
to teke over and relieve me of my duties. I have filed the. 
necessary application for permission to chenge the \managership 
about more than two months ago, and am patiently awaiting that 
this approval be granted by the authorities concerned, I feel 
confident that when my successor takes over from me and is 
actually in office of manager, he will definitely be able to 
do more and better than I did, and that he will surely succeed 
in many matters in which I failed. | 
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BR13/12/17 Peninsula Hotel, 
Confidential. . Hong Konge 
IZthadecerber 52. 
Dear Chancery, ceo 10s /4 \} 


Please see my letter BRG6/11/7 of the 


6th.Novenmber 52 to The China and Korea Dept., copied 


to,you, 


I enclosy htrowith the document 
No. 1182 ani envelope inscribed " International 
Export Co. (Tientsin) L handed to me 
by the Hong Kong branch the Chartered Bank of 
India, Australia and China. 


A copy of this letter is being sent 
to the China and Korea Dept. of the Poreign office, 


The Chancery, 
Peking. 


a 


Foreign Office Mail Office, 7 
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TELS Ore: CITY \!212 (20 Linas) TELEGRAMS:“WIDESPREAD TELEX, LONDON” 


° ™ 
UNION INTERNATIONAL COMPANY 


LTD. 


In reply please quote i4¢, WEST SMITHFIELD, 


BFCL/CPC. LONDON, E.C.1I. 
"D" DEPT. 


_ é 
Attention Mr. J. Mackenzie. | ©! 108] rs 


The Under-Secretary of State, 
Foreign Office, 


LONDON, S.W.1._ 24th December, 1952. 


sir, 


we wish to make available to our Mr. C.72. Marshall at 
Tientsin a Power of Attorney to enable him to conclude the 
negotiations with the Chinese authorities for the handing 
over of our property at Tientsin. Ye would prefer not to 
send this document through the ordinary mail and would ask 
whetner you can kindly convey it by Queen's Messenger to 
Mr. Leo Lamb at Peking. 


We enclose the Power of Attorney herewith and if you 
will kindly arrange for this document to be delivered to 
Mr. Lamb we will then notify Mr. Marshall accordingly. It 
will we in order for Mr. Lamb to release the enclosed docu- 
ment to Mr. Marshall on written application from the latter. 


Thanking you for your kind attention to this matter. 
We are, Sir, 


Your obeg4ent Servants, 
THE UNION INTERNA a COMPANY, LIMITED. 


Mae.) 


THIS POWER OF ATTORNEY is made the twenty second day of December 
One thousand nine hundred and fifty two WHEREBY THE INTERNATIONAL 
EXPORT COMPANY (TIENTSIN) LIMITED (hereinafter called "the Company") 
of Tientsin, China appoints CYRIL TREVITT MARSHALL at present in 
Tientsin to be the Company's true and lawful Attorney to have 

do and exercise in Tientsin aforesaid all and any of the following 
powers acts and things in the name of the Company that is to say:- 


1. To surrender and hand over to the Chinese Authorities the 
cold storage and refrigerating property at Tientsin and Title Deed 
Noe 1182 in respect of Lot Noe 2 Section 5 Ho Bar, Road Nos. 2, 3 
and 4 issued by Land Office Tientsin September 1946 formerly 
described as Lots Nos. 7 and 8 of 1932 situate in the ex—Belgian 
Concession Fourth Special Area with respective area of 40 mow in 
Lot No- 7 and 39 mow 1 fun in Lot No. 8 together with the plant 
machinery and equipment and the business carried on there by the 
Company all in settlement and in final discharge of the 
liabilities of the Company of every kind past and future in 
connection with such property and the business carried on there. 


2- For all and any of the purposes aforesaid to sign seal execute 
and deliver any Deeds documents transfers title deeds Books of 
Account papers and records and the possession right and dominion 
thereover and to give and receive take and accept any receipts 
discharges and indemnities, to employ Notaries, Advocates and 
Agents and to do all and any such things as the said Attorney 

in his discretion shall think fit or advisable. 


43e The Company confirms and agrees to ratify and confirm whatso- 
ever the said Attorney shall do and purport to do by reason of 
this Power of Attorney. 


i. This appointment of Attorney shall be and remain in force for 
three calendar months from the date hereof. 


IN WITNESS whereof two of the Directors of the Company and 
the Acting Secretary acting with the full power and authority 
of the Company have hereunto set their hands and seals the day 
and year first before written. 


Signed sealed and delivered by THE INTERNATIONAL EXPORT COMPANY 
Edwin John Bowater and Brian (TIENTSIN) LIMITED 

Frank Comley Lamb two of the 

Directors and Frederick Walter (Sgd.) E.dJ. Bowater 

Burton the Acting Secretary of 


the Company in the presence of (Sgd-) BeF.C. Lamb 


(Sgd-) John Venn. (Sgd-) F.We Burton 
Notary Public 


He de Pinna & John Venn, 
Notaries Public, 
38, Gresham H,use, 
Old Broad St., 
London, E-C.2- 
"Phone: LON. 2906. 


(14487) 2/52 D.L. 
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> FOREIGN OFFICE, 8.W.1. 
(FC 1105/43) 


CONFIDENTIAL - 


2th December, 1952. 


Dear Chancery, 


Weenclose a Power of Attorney from the Union 
International Company to enable Mr. C.-T. Marshall 
to conclude the negotiations for the handing over 
to the Chinese of the Company's property at 
Tientsin. 


We should be grateful if you would release 
the Power of Attorney to Mr. Marshall on written 
application from him. 


Yours ever, 


CHINA AND KOREA DEPARTMENT. 


The Chancery, 
British Enbassy, 
Peking 
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TELEGRAPHIC ADDRESS, dyn 
TEMSELOAF, FEN,LONDON. 
MEAS on 29th December, 1952 


TELEPHONE, 
Zo-fK. 


Fous¥ee | 


fharf, Shanghai, to Chinese 


Jear oir, 
Transfer of ‘olts 

with reference to our letter of 18th December, 

we have learned by telegram that our Shanghai Office 

to-day reached verbal agreement to hand over Holts 

harf Shanghai {together with Holts Tugs and Lighters 

in Shanghai) and Holts Godowns and property at Hankow 

(excluding their Hankow hulk "Laestrygon") to the 

"Shanghai Godown Company”, which we understand to be 

« Chinese Government Organisation formed for the purpose 

of running the iharves and Godowns in Shanghai. 


le do not know the exact terms of the verbal 


but understand the hand-over to be in : 
tion of the "Shanghai Godown Company" assuming 


agreement 


considera 

all liabilities in connection with the Wharves, Godowns 

and craft handed over. This verbal agreement will 
resumably now be ratified in a written document, the 
erms of which we will let you know when we hear then. 


Transfer of the U.K. registered craft will, of 
e subject to the approval of the Ministry of 
fessrs. Alfred Holt & Co. are ™M 52 hz 


Sex 


0 


course, Db 
Transport, for which ! 


applying. 
Yours faithfully, 


C.H. Johnston, Isq., fh burned f ' 
The Foreign Office, i taal Ea 


London, S.//.1. 


